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PREFACE 


The series of books beginning with this volume is designed to cover all aspects 
of federal laws concerning commercial banking. This volume deals with the fed- 
eral deposit insurance, financial record-keeping, and bank protection. The book 
is organized into three main parts corresponding to the three subjects treated. 

In the first part, each section of the Federal Deposit Insurance Acct is set forth, 
followed by an editorial commentary which explains, where necessary, the text of 
the statute and synthesizes the text with the rest of the statute and the regulations 
and forms. The commentary under each section is followed where applicable by 
a digest of court decisions. In the case of Section 18 cf the Federal Deposit Insur- 
ance Act, it was necessary to treat the matter under each subsection instead of the 
whole section because of the comparatively unrelated nature of the different 
subsections. 

The rules and regulations applicable to Federal Deposit Insurance Act, whether 
framed by the FDIC or other authorities, are reproduced in full. 

The text of other statutes relevant to the full understanding of the subject are 
also included. 

This part incorporates all forms prescribed by the FDIC. It also includes forms 
prescribed by other regulatory agencies insofar as they are relevant to the matters 
dealt with in the Federal Deposit Insurance Act. 

For ease of reference, paragraph numbers are used throughout with suitable sub- 
divisions to comprehend the statutes, regulations, and forms. The sections of the 
statutes are identified by the section of the Federal Deposit Insurance Act, as well 
as by the corresponding section of Title 12 of the United States Code »1d addi- 
tionally by paragraph numbers of this book. The text of the statute is that appearing 
in the U.S. Code. 

Part Two of this book deals with financial record-keeping and is constructed 
around the so-called Bank Secrecy Act. It has been found desirable in this part 
to set forth the commentary in paragraphs 101.2 through 101.8, followed by the 
text of the different statutes which are compudiously referred to as the Bank 
Secrecy Act, and by the rules, regulations, and forms. 

Part Three of the book follows the scheme of Part One. 

The book is intended for the use of bank counsel, as well as banks. They will 
find within the confines of one volume all the statutory law, as well as all the rules, 
regulations, and forms on the subject and a commentary which should be of sub- 
stantial assistance. 


ELIJAH E. JHTRAD 
January 31, 1976 
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FEDERAL DEPOSIT INSURANCE ACT § 1 


THE FEDERAL DEPOSIT INSURANCE ACT 


Creation of Corporation; duties [§ 1.1] 


FDI Act § 1 (12 U.S.C. § 1811) ~ 


There is created a Federal Deposit Insurance Corporation (hereinafter referred 
to as the “Corporation”) which shall insure, as hereinafter provided, the deposits 
of all banks which are entitled to the benefits of insurance under this chapter, and 
which shall have the powers hereinafter granted. 


Sept. 21, 1950, c. 967, § 2[1], 64 Stat. 873. 


EDITORIAL COMMENTARY 


€ 1.2. Historical legislative note 


This section creating the Federal Deposit Insurance Corporation was first enacted 
by an Act of June 16, 1933, which incorporated the provisions relating to it in the 
Federal Reserve Act of 1913. Those provisions, and the subsequent amendments 
thereto, were formerly classified to U.S.C. Title 12, Section 264. By an Act of 
September 1, 1950, these provisions, as amended by Section 2 of the Act of Septem- 
ber 21, 1950, were set forth in a separate act known as the Federal Deposit Insurance 
Act and have now been classified to 12 U.S.C. Chapter 16, Sections 1811 to 1832. 


“ 15. Duty to insure deposits 


In addition to creating the Corporation, this section imposes a duty on it to insure 
deposits in entitled banks under the conditions specified in the Act and invests the 
Corporation with the powers granted under the various provisions of the Act. The 
purpose of the creation was to help maintain confidence in the banking system and 
to promote safe and sound banking practices. The Corporation accomplishes these 
purposes through a program of federal deposit insurance in which more than 14,000 
of the nation’s banks participate, and through the regulation and supervision at the 
federal level of nearly 9,000 FDIC-insured state banks which are not members of 
the Federal Reserve System. 

Each depositor in an insured bank is protected by the federal deposit insurance 
on the aggregate of all deposits in the same right and capacity up to the maximum 
limit of insurance provided by the Federal Deposit Insurance Act. When the federal 
deposit insurance first became effective on January 1, 1934, the maximum limit was 
$2.500. Six months later, this was raised to $5,000 and continued so from July 1, 
1934, to September 21, 1950, when it was raised to $10,000. This was raised to 
$20,000 on December 23, 1969, and continued to be so until November 26, 1974. 
The limit of insurance was raised to $40,000, effective November 27, 1974, by 
Public Law 93-495. The amendment is not applicable to any claim arising out of 
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FEDERAL DEPOSIT INSURANCE ACT § 1 


COMMENTARY 


the closing of a bank prior to the effective date. In the case of public funds lawfully 
invested or deposited in time and savings deposits (but not demand deposits), the 
limit is $100,000 for any one account. 

The terms “deposits” and “insured deposits” are defined in Section 3-12, U.S.C. 
Section 1813, and will be considered in detail in the commentary on that section. 
Briefly stated, all types of deposits received by an entitled bank in the usual course 
of business are insured, including: 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 
(10) 
(11) 
(12) 
(13) 


Savings deposits; 

Checking deposits; 

Christmas Savings; 

Other open-account time deposits; 
Time certificates of deposit; 
Uninvested trust funds; 

Certified checks; 

Cashiers’ checks; 

Officers’ checks; 

Money orders; 

Bank drafts; 

Letters of credit issued by bank; 
Travelers’ checks issued by bank. 


4 1.8. Insured banks 


The banks entitled to be insured are: 


(1) 


(2) 


(3) 


(4) 
(5) 


National banks in any of the states of the United States and the District of 
Columbia: these banks are mandated by law to be members of the Federal 
Reserve System (12 U.S.C. § 222). 

National banks in any territory of the United States, Puerto Rico, Guam, 
American Samoa, or the Virgin Islands, which are members of the Federal 
Reserve System. 

National banks in any territory, etc., aforesaid which are not members of the 
Reserve System but which apply for insured status and obtain the appropriate 
certificate of the Comptroller of the Currency. 

State banks which are members of the Federal Reserve System. 

State banks, not members of the Federal Reserve System, which are admitted 
to insured status by the FDIC. 


{ 1.10. Powers of the FDIC 


The principal powers of the FDIC are collated here for convenience of reference. 
They will be discussed in detail under the appropriate sections. These powers are: 


(1) To exercise the usual corporate powers (§ 9, 12 U.S.C. § 1819); 
(2) To make rules and regulations to implement the FDI Act (§ 9, 12 U.S.C. 


§ 1819); 





FEDERAL DEPOSIT INSURANCE ACT § 1 


COMMENTARY 


(3) 
(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 
(11) 


To collect and recover the assessments from the insured banks (§ 7, 12 U.S.C. 
§ 1817); 

Te examine state nonmember insured banks and state nonmember banks ap- 
plying for insurance and closed insured banks whenever deemed necessary 
(§ 10, 12 U.S.C. § 1820); 

To make a special examination of state member banks and national banks or 
district banks when deemed necessary for insurance purposes (§ 10, 12 U.S.C. 
§ 1820); 

To terminate the insured status of a bank continuing to engage in unsafe and 
unsound practices after notice and hearing (§ 8, 12 U.S.C. § 1818); 

To pass upon certain conversion, merger, or consolidation and assumption 
of deposit liability transactions between insured banks and noninsured banks 
or institutions (§ 18, 12 U.S.C. § 1828); 

To act as receiver for all national banks placed in receivership and for state 
banks placed in receivership when appointed by state authorities (§ 11, 12 
U.S.C, § 1821); 

To make loans to or purchase assets from insured banks in order to facilitate 
mergers or consolidations, with a view to protecting depositors (§ 13, 12 U.S.C. 
§ 1823); 

To reduce risks or avert threatened loss to the Corporation (§ 13, 12 U.S.C. 
§ 1823); 

To prevent the closing of an insured bank or to reopen a closed insured bank 
when the Corporation considers the continued operation of such bank is essen- 
tial to provide adequate banking services in the community (§ 13, 12 U.S.C. 
§ 1823); 

To consider and decide a proposal to reduce or retire the capital of a non- 
member insured bank except a District of Columbia bank, hereinafter referred 
to as a district bank (§ 18, 12 U.S.C. § 1828); 

To consider and decide a proposal by a nonmember insured bank except a 
district bank to establish and operate a new branch or move its main office 
or any branch from one location to another (§ 18, 12 U.S.C. § 1828); 

To prescribe rules and regulations relating to advertising which banks must 
use to acquaint the public of their insured status (§ 18, 12 U.S.C. § 1828); 
To require insurance protection against burglary, defalcation and other similar 
insurable losses (§ 18, 12 U.S.C. § 1828); 

To publish notice of the termination of the insured status of a bank and to 
regulate the manner in which the bank shall give required notice of such ter- 
mination to depositors (§ 8, 12 U.S.C. § 1818); 

To prohibit the payment of interest or dividends on demand deposits of non- 
member insured banks (§ 18, 12 U.S.C. § 1828); 

To limit rates of interest on time and savings deposits of nonmember insured 
banks and to prescribe different rates for deposits received under different 
specified conditions (§ 18, 12 U.S.C. § 1828); 

To prohibit, before maturity, the payment of time deposits of insured banks 
not members of the Federal Reserve System, or the waiver of any requirement 
of notice before payment of any savings deposit, except as to all savings de- 
posits having the same requirement (§ 18, 12 U.S.C. § 1828); 

For the purpose of any hearing under the Act, to subpoena any officer or 
employee, or any books, records, or other papers of the insured bank which 
are relevant or material to the hearing (§ 18, 12 U.S.C. § 1820). 
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¢ 1.12. Powers and duties under other statutes—The Securities 
Exchange Act 


The Securities Exchange Act as amended (15 U.S.C. §§ 78a et seq.) requires the 
registration and the filing of certain reports by all banks having 500 or more stock- 
holders and more than $1 million in assets. Nonmember insured banks submit the 
required reports to the FDIC. 

There are also required to be filed with the FDIC in respect of such insured 
banks, annual and other financial reports, copies of documents used in soliciting 
shareholder proxies, the report of transactions in bank stock by directors, officers, 
and large stockholders, and the information required by law and regulation from 
persons who have acquired or who are attempting by tender offer to acquire a siz- 
able part of the registered bank’s outstanding shares. Copies of such filings are 
made available by the FDIC for a nominal charge. 


{ 1.13. Powers and duties under other statutes—The Truth in 
Lending Act 


The Truth in Lending Act (12 U.S.C. §§ 1601 et seq.) requires the disclosure of 
the terms of consumer credit used for personal, family, household and agricultural 
purposes and also regulates, among other things, consumer credit advertising. The 
FDIC has the responsibility for administrative enforcement of the Act for insured 
banks that are not members of the Federal Reserve System. The regular examina- 
tions of state nonmember banks afford an opportunity to check for compliance with 
the requirements of the Truth in Lending Act. Where there is a violation, the FDIC 
seeks corrective action by consultation; and, of course, the FDIC may initiate admin- 
istrative proceedings to issue cease and desist orders against further violations includ- 
ing, if need be, the termination of insured status. The Truth in Lending Act authorizes 
the Board of Governors of the Federal Reserve System to exempt from the require- 
ments of disclosure any class of credit transactions within any state upon determining 
that state laws are substantially similar to the federal law and that adequate provision 
for enforcement exists. In such cases while the FDIC continues its concern for 
enforcement, it is primarily for the state authorities to exact enforcement. 


Directors; appointment; term of office; chairman; vacancies; of- 
fice or ownership of stock in banking institution forbidden 
[ § 2.1] 
FDI Act § 2 (12 U.S.C. § 1812) 


[Board of Directors] 


The management of the Corporation shall be vested in a Board of Directors 
consisting of three members, one of whom shall be the Comptroller of the Currency, 
and two of whom shall be citizens of the United States to be appointed by the Presi- 
dent, by and with the advice and consent of the Senate. 
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[Chairman of the Board] 


One of the appointive members shall be the Chairman of the Board of Directors 
of the Corporation and not more than two of the members of such Board of Direc- 
tors shall be members of the same political party. Each such appointive member 
shall hold office for a term of six years. 


[Vacancy in Office of Comptroller] 


In the event of a vacancy in the office of the Comptroller of the Currency, and 
pending the appointment of his successor, or during the absence or disability of the 
Comptroller, the Acting Comptroller of the Currency shall be a member of the 
Board of Directors in the place and stead of the Comptroller. 


[Vacancy in Office of Chairman] 


In the event of a vacancy in the office of the Chairman of the Board of Directors, 
and pending the appointment of his successor, the Comptroller of the Currency 
shall act as Chairman. 


[Directors—Restriction on Holding Office or Owning Stock in Banks] 


The members of the Board of Directors shall be ineligible during the time they 
are in office and for two years thereafter to hold any office, position, or employment 
in any insured bank, except that this restriction shall not apply to any member who 
has served the full term for which he was appointed. No member of the Board of 
Directors shall be an officer or director of any insured bank or Federal Reserve 
bank or hold stock in any insured bank; and before entering upon his duties as a 
member of the Board of Directors he shall certify under oath that he has complied 
with this requirement and such certification shall be filed with the secretary of the 
Board of Directors. 


Sept. 21, 1950, c. 967, § 2[2], 64 Stat. 873; Sept. 8, 1959, Pub. L. 86-230, § 19, 
73 Stat. 460. 


EDITORIAL COMMENTARY 


{ 2.2. Management—The board of directors 


This section vests the management of the Federal Deposit Insurance Corporation 
in a Board of Directors and provides for the appointment of the members of the 
Board. 

The Board consists of three members as follows: 


(a) Two members being citizens of the United States appointed by the President 
by and with advice and consent of the Senate (referred to as the appointive 
members); 

(b) The Comptroller of the Currency who is an ex officio member. 


Not more than two members shall belong to the same political party. The appoint- 
ive members hold office for a term of six years. 
The statute provides that one of the appointive members shall be the chairman 
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of the Board, but it does not indicate who makes the selection or how the selection 
is made. The regulations (see {{ 73 to 73.23) issued by the Corporation setting 
forth the central organization provide that the chairman shall be elected by the 
Board and be one of the two appointive members. Even if this construction does 
not follow as a matter of interpretation of the statute, the Board undoubtedly has 
the authority under the fifth power enumerated in Section 9, 12 U.S.C. § 1819 to 
make this provision. The Acting Comptroller of the Currency acts in the place and 
stead of the Comptroller during his absence or disability as also when there is a 
vacancy in the office of the Comptroller of the Currency, in which event, he acts 
until the successor is appointed. 


« 2.3. Restriction on directors’ association with insured bank 


As it would obviously be improper for a member of the Board of Directors to be 
associated with an insured bank in the capacity of director or an officer or to have 
any personal interest in the affairs of the bank, the statute enacts the following 
prohibitions: 


(1) While in office (and two years thereafter if he has not served his full term) a 
member may not hold any office, position or employment in an insured bank. 
(2) No person who is an officer or director of an insured bank or a Federal Reserve 
bank or who holds stock in any insured bank can become a member of the 
Board of Directors of the FDIC so long as he holds the position or the stock. 


Every member of the Board of Directors is required to certify on oath that he does 
not have these disqualifications, before he enters upon the performance of his duties. 


« 2.4. Central field organization 


A description of the Corporation’s central and field organization as notified by 
the corporation in the Federal Register is reproduced at { 73. As of April 1975, 
no amendment has been issued in the Federal Register, although organizational 
changes have in fact taken place. The FDIC annual reports for 1972 and 1973 
indicate certain changes; for extracts from these reports and the organizational 
chart, see ¢€ 73.21, 73.22, and 73.23. 


Definitions [© 3.1] 
FDI Act § 3 (12 U.S.C. § 1813) 


As used in this chapter— 


[State Bank—State] 


(a) The term “State bank” means any bank, banking association, trust com- 
pany, savings bank, or other banking institution which is engaged in the business 
of receiving deposits, other than trust funds as herein defined, and which is incorpo- 
rated under the laws of any State, any Territory of the United States, Puerto Rico, 
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Guam, American Samoa, or the Virgin Islands, or which is operating under the 
Code of Law for the District of Columbia (except a national bank), and includes 
any unincorporated bank the deposits of which are insured on September 21, 1950, 
and the word “State” means any State of the United States, the District of Columbia, 
any Territory of the United States, Puerto Rico, Guam, American Samoa, or the 
Virgin Islands. 


[State Member Bank] 


(b) The term “State member bank” means any State bank which is a member 
of the Federal Reserve System, and the term “State nonmember bank” means any 
State bank which is not a member of the Federal Reserve System. 


[District Bank] 


(c) The term “District bank” means any State bank operating under the Code 
of Law for the District of Columbia. 


[National Member Bank] 


(d) The term “national member bank” means any national bank located in any 
of the States of the United States, the District of Columbia, any Territory of the 
United States, Puerto Rico, Guam, American Samoa, or the Virgin Islands which 
is a member of the Federal Reserve System. 


[National Nonmember Bank] 


(e) The term “national nonmember bank” means any national bank located in 
any Territory of the United States, Puerto Rico, Guam, American Samoa, or the 
Virgin Islands which is not a member of the Federal Reserve System. 


[Mutual Savings Bank] 


(f) The term “mutual savings bank” means a bank without capital stock trans- 
acting a savings bank business, the net earnings of which inure wholly to the benefit 
of its depositors after payment of obligations for any advances by its organizers. 


[Savings Bank] 


(g) The term “savings bank” means a bank (other than a mutual savings bank) 
which transacts its ordinary banking business strictly as a savings bank under State 
laws imposing special requirements on such banks governing the manner of invest- 
ing their funds and of conducting their business: Provided, That the bank main- 
tains, until maturity date or until withdrawn, all deposits made with it (other than 
funds held by it in a fiduciary capacity) as time savings deposits of the specific 
term type or of the type where the right is reserved to the bank to require written 
notice before permitting withdrawal: Provided further, That such bank to be con- 
sidered a savings bank must elect to become subject to regulations of the Corpo- 
ration with respect to the redeposit of maturing deposits and prohibiting withdrawal 
of deposits by checking except in cases where such withdrawal was permitted by 
law on August 23, 1935, from specifically designated deposit accounts totaling not 
more than 15 per centum of the bank’s total deposits. 


[Insured Bank] 


(h) The term “insured bank” means any bank the deposits of which are insured 
in accordance with the provisions of this chapter; and the term “noninsured bank” 
means any bank the deposits of which are not so insured. 
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[New Bank] 


(i) The term “new bank” means a new national banking association organized 


by the 


Corporation to assume the insured deposits of an insured bank closed on 


account of inability to meet the demands of its depositors and otherwise to perform 
temporarily the functions prescribed in this chapter. 


[Receiver] 


(j) The term “receiver” includes a receiver, liquidating agent, conservator, com- 
mission, person, or other agency charged by law with the duty of winding up the 
affairs of a bank. 


(k) 
ration. 


[Board of Directors] 


The term “Board of Directors” means the Board of Directors of the Corpo- 


[Deposit] 
The term “deposit” means— 


The unpaid balance of money or its equivalent received or held by a bank 
in the usual course of business and for which it has given or is obligated to 
give credit, either conditionally or unconditionally, to a commercial, check- 
ing, Savings, time, or thrift account, or which is evidenced by its certificate 
of deposit, or a check or draft drawn against a deposit account and certified 
by the bank, or a letter of credit or a traveler’s check on which the bank is 
primarily liable: Provided, That, without limiting the generality of the term 
“money or its equivalent”, any such account or instrument must be regarded 
as evidencing the receipt of the equivalent of money when credited or issued 
in exchange for checks or drafts or for a promissory note upon which the 
person obtaining any such credit or instrument is primarily or secondarily 
liable, or for a charge against a deposit account, or in settlement of checks, 
drafts, or other instruments forwarded to such bank for collection, 


Trust funds as defined in this chapter received or held by such bank, whether 
held in the trust department or held or deposited in any other department 
of such bank, 


Money received or held by a bank, or the credit given for money or its 
equivalent received or held by a bank, in the usual course of business for a 
special or specific purpose, regardless of the legal relationship thereby estab- 
lished, including without being limited to, escrow funds, funds held as se- 
curity for an obligation due to the bank or others (including funds held as 
dealers reserves) or for securities loaned by the bank, funds deposited by a 
debtor to meet maturing obligations, funds deposited as advance payment 
on subscriptions to United States Government securities, funds held for dis- 
tribution or purchase of securities, funds held to meet its acceptances or 
letters of credit, and withheld taxes: Provided, That there shall not be 
included funds which are received by the bank for immediate application to 
the reduction of an indebtedness to the receiving bank, or under condition 
that the receipt thereof immediately reduces or extinguishes such an in- 
debtedness, 


Outstanding draft (including advice or authorization to charge bank’s bal- 
ance in another bank), cashier’s check, money order, or other officer’s check 





FEDERAL DEPOSIT INSURANCE ACT § 3 q 3.1 


issued in the usual course of business for any purpose, including without 
being limited to those issued in payment for services, dividends, or pur- 
chases, and 


Such other obligations of a bank as the Board of Directors, after consulta- 
tion with the Comptroller of the Currency and the Board of Governors of 
the Federal Reserve System, shall find and prescribe by regulation to be 
deposit liabilities by general usage: Provided further, That any obligation 
of a bank which is payable only at an office of the bank located outside of 
the States of the United States, the District of Columbia, Puerto Rico, 
Guam, American Samoa, and the Virgin Islands, shall not be a deposit for 
any of the purposes of this chapter or be included as part of total deposits 
or of an insured deposit. 


[Insured Deposit] 


(m) The term “insured deposit” means the net amount due to any depositor 
(other than a depositer referred to in the third sentence of this subsection) for 
deposits in an insured bank (after deducting offsets) less any part thereof which is 
in excess of $40,000. Such net amount shall be determined according to such 
regulations as the Board of Directors may prescribe, and in determining the amount 
due to any depositor there shall be added together all deposits in the bank main- 
tained in the same capacity and the same right for his benefit either in his own 
name or in the names of others except trust funds which shall be insured as pro- 
vided in subsection (i) of section 1817 of this title. Each officer, employee, or 
agent of the United States, of any State of the United States, of the District of 
Columbia, of any Territory of the United States, of Puerto Rico, of Guam, of 
American Samoa, of the Virgin Islands, of any county, of any municipality, or of > 
any political subdivision thereof, herein called “public unit,” having official custody 
of public funds and lawfully depositing the same in an insured bank shall, for the 
purpose of determining the amount of the insured deposits, be deemed a depositor 
in such custodial capacity separate and distinct from any other officer, employee, 
or agent of the same or any public unit having official custody of public funds and 
lawfully depositing the same in the same insured bank in custodial capacity. For 
the purpose of clarifying and defining the insurance coverage under this subsection 
and subsection (i) of section 1817 of this title, the Corporation is authorized to 
define, with such classifications and exceptions as it may prescribe, terms used in 
those subsections, in subsection (p) of this section, and in subsections (a) and (i) 
of section 1821 of this title and the extent of the insurance coverage resulting there- 
from. 


[Transferred Deposit] 


(n) The term “transferred deposit” means a deposit in a new bank or other 
insured bank made available to a depositor by the Corporation as payment of the 
insured deposit of such depositor in a closed bank, and assumed by such new bank 
or other insured bank. 


[Branch] 


(o) The term “branch” includes any branch bank, branch office, branch agency, 
additional office, or any branch place of business located in any State of the United 
States or in any Territory of the United States, Puerto Rico, Guam, American 
Samoa, or the Virgin Islands at which deposits are received or checks paid or 
money lent. 
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[Trust Funds] 


(p) The term “trust funds” means funds held by an insured bank in a fiduciary 
capacity and includes, without being limited to, funds held as trustee, executor, 
administrator, guardian, or agent. 


[Appropriate Federal Banking Agency] 


(q) The term “appropriate Federal banking agency” shall mean (1) the Comp- 
troller of the Currency in the case of a national banking association or a District 
bank, (2) the Board of Governors of the Federal Reserve System in the case of a 
State member insured bank (except a District bank), and (3) the Federal Deposit 
Insurance Corporation in the case of a State nonmember insured bank (except a 
District bank). 


[Legislative note: Subsection (m) was amended by Public Law 93-45, Sections 
101 and 102 as follows: 


(1) By inserting after “depositor” in the first sentence the following: “(other 
than a depositor referred to in the third sentence of this subsection)”; 
(2) By substituting $40,000 for $20,000. 


The amendments take effect from November 27, 1974. The increase in the insured 
limits does not apply to any claim arising out of the closing of a bank prior 
to November 27, 1974.] 


Sept. 21, 1950, c. 967, § 2[3], 64 Stat. 873; July 14, 1952, c. 725, 66 Stat. 605; 
Aug. 1, 1956, c. 852, § 3, 70 Stat. 908; July 14, 1960, Pub. L. 86-671, § 1, 74 
Stat. 546; Oct. 16, 1966, Pub. L. 89-695, Title II, § 201, Title III, $§ 301(a), 
303 (a), 80 Stat. 1046, 1055, 1056; Dec. 23, 1969, Pub. L. 91-151, Title I, § 7(a) 
(1), 83 Stat. 375; Dec. 31, 1970, Pub. L. 91-609, Title IX, § 910(a)—(f), 84 Stat. 
1811, 1812; Oct. 28, 1974, Pub. L. 93-495, Title I, $$ 101(a)(2), 102(a)(2), 
88 Stat. 1500, 1502. 


EDITORIAL COMMENTARY 


3.2. Definitions; special meanings 


This section defines a number of terms which, for the purposes of the Act, have a 
special meaning. The definitions are, for the most, self-explanatory, and this com- 
mentary will accordingly be confined to pointing out the main features. 


© 3.3. “State” and “state bank” 


The terms “state” and “state bank” are used in an extended sense. The term 
“state” is not confined to the states constituting the United States but includes the 
District of Columbia and any territory of the United States, Puerto Rico, Guam, 
American Samoa, or the Virgin Islands. Thus “state bank” means a bank, a banking 
association, trust company, savings bank, or any banking institution not established 
as a national bank, but established under the local laws of the state as defined above. 
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COMMENTARY 
{ 3.4. “District bank” 


Under the definition given above, a bank organized under the Code of Law of the 
District of Columbia is a “state bank,” but as such a bank is for the most part 
treated separately from other state banks and the term “district bank” is used. A 
bank in the District of Columbia constituted under the National Bank Act is a 
national bank and is not referred to as a “district bank.” The separate treatment of 
a “district bank” is necessitated by the fact that the supervisory authority in respect 
of such a bank is the Comptroller of the Currency, who has no supervisory functions 
in regard to other state banks. Since, however, the term “state bank” by definition 
includes a “district bank,” it becomes necessary in several sections of the Act, where 
the term “state bank” is used, to specifically exclude a “district bank.” 


q 3.5. “National bank” 


The term “national bank” as such is not defined. It refers to a bank organized 
under the National Bank Act. Such banks may be organized anywhere in the United 
States or its territories. All national banks in the States of the United States and in 
the District of Columbia are compulsory members of the Federal Reserve System 
and are automatically insured banks. National banks in the territories, however, 
have the option not to belong to the Reserve System. Thus, a distinction arises be- 
tween “national member banks” and “national nonmember banks,” the term “mem- 
ber” having reference to membership of the Reserve System. 


{ 3.6. Regulation of state banks 


State banks as above defined have the option to belong or not to belong to the 
Federal Reserve System. Those which belong are “state member banks.” Those 
which don’t are “state nonmember banks.” 

State member banks are by law insured from the time they are authorized to 
commence business. They are (with the exception of district banks) under the super- 
visory control of the Board of Governors of the Federal Reserve System. 

State nonmember banks are under the control of their respective state supervisory 
agencies. In order to be insured they must apply to the FDIC. If insured, they 
become state nonmember insured banks and come also under the supervisory control 
of the FDIC, except that district banks continue to be under the supervision of the 
Comptroller of the Currency. 


{ 3.7. “Appropriate federal banking agency” 


In view of the above definitions, the meaning of the term “appropriate federal 
banking agency” should be apparent. It means: 


(1) The Comptroller of the Currency in the case of a national banking association 
or a district bank; 
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(2) The Board of Governors of the Federal Reserve System, in the case of a 
“State member insured bank” (other than a district bank); 

(3) The FDIC, in the case of a “State nonmember insured bank” (other than a 
district bank). 


{ 3.8. “Deposits” 


The principal purpose of the FDIC is to insure deposits of banks which are entitled 
to the benefits of insurance. It is thus necessary to define the terms “deposit,” as 
well as the term “insured deposit.” The reason for the differentiation is that there is 
a monetary limit to the insurance in respect of deposits. 

The term “deposit” involves primarily the concept of money held or received by 
a bank, but it is not confined to money alone. It includes what is commonly termed 
“deposit currency” consisting of checks and other credit instruments such as money 
orders, drafts, matured acceptances, matured coupons, etc., deposited in a bank as 
the equivalent of cash. 

The term “deposit” as defined in the Act thus means: 


(1) The amount standing to the credit of any of the following accounts and includes 
amounts for which the bank is obligated to give credit to such accounts: 


e Commercial accounts; 

e Checking accounts; 

e Savings accounts; 

e@ Time accounts and open-account time deposits; 
e Thrift accounts; 


(2) Any amount represented by a certificate of deposit; 

(3) The amount on a check or draft on a deposit account certified by the bank; 

(4) Letters of credit for which bank is primarily liable; 

(5) Travelers’ check for which bank is primarily liable; 

(6) Trust funds (that is, funds as trustee, executor administrator, or guardian) 
held or deposited in any department of a bank; 

(7) (a) money received or held by a bank for a special or specific purpose or 
(b) credit given by bank in respect of money or its equivalent received or held 
by bank for a special purpose; but moneys received by a bank for the imme- 
diate purpose of reducing indebtedness to that bank, or received on condition 
that the receipt will reduce or extinguish the indebtedness are not included. 


For example, the following are deposits: 


(i) Escrow funds; 
(ii) Funds held as security for obligations due to the bank or others; 
(iii) Funds held as security for securities loaned by bank; 
(iv) Funds deposited to meet maturing obligations; 
(v) Advance payments deposited on subscription to U.S. government secur- 
ities; 
(vi) Funds held for distribution or purchase of securities; 
(vii) Funds held to meet a bank’s acceptances or letters of credit; 
(viii) Withheld taxes; 
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(8) Outstanding drafts, cashier’s checks, money orders, officers’ checks, including 
those issued in the normal course of business in payment of services, dividends, 
or purchases; 

(9) Any other obligation specified in regulations made by FDIC in consuitation 
with Comptroller of the Currency and the Federal Reserve Board. 


Note: Any obligation payable outside the United States, the District of Columbia, 
and the territories is not included as a deposit. 


q 3.9. 


“Insured deposit” 


The term “insured deposit” means the net amount due to a depositor in respect 
of his “deposits” in the bank maintained in the same capacity and the same right, 
subject to a limit of $40,000, except that in the case of public time and savings 
deposits, the limit is $100,000. The limit was $20,000 from December 23, 1969 
up to and including November 26, 1974; the increases to $40,000 and $100,000 
were effected by Public Law 93-495 and came into force on November 27, 1974. 

The statute requires the “net amount” to be determined in accordance with the 
regulations prescribed by the Board of Directors of the FDIC. These regulations are 
set forth in 12 C.F.R. Part 330 [€ 64]. The procedure for payment is stated in 
€ 11. The regulations in respect of claim for Insured deposits made by a fiduciary 
bank or trust company which has deposited trust funds in an insured bank, are 
contained in 12 C.F.R. Part 331 [{ 65]. 


COURT DECISIONS 


See also Banking Law Journal Digest and Supplement §§ 536 et seq. 


€ 3.26. Deposits not in same capac- F.2d 784 (10th Cir. 1939), 57 B.L.J. 
ity or same right.—When a person has 17. 

four accounts in a bank, one in his in- 
dividual name and the other three in 
his name “or” another, such accounts 


€ 3.28. Cashier’s check covered.— 
The plaintiff deposited in a bank a 


are not held in the same capacity or 
same rights and thus each account 
stands separately insured. De Larenzo 
v. FDIC, 259 F. Supp. 193 (S.D.N.Y. 
1966). 


€ 3.27. Each separate Fund accounts 
covered.—Each of several separate ac- 
counts, such as a Sinking Fund Ac- 
count, a Firemen’s Pension Fund, etc., 
maintained by a town in one bank, is 
covered by Federal Deposit Insurance 
up to the sum of $5,000. Federal De- 
posit Insurance Corp. v. Casady, 106 


check payable to her order and re- 
ceived a cashier’s check also payable 
to her order for part of the amount. 
The bank failed about two weeks later. 
It was held that the cashier’s check 
was covered by federal deposit insur- 
ance. Larson v. Banking Comm’n, 271 
N.W. 912 (Wis. 1938), 54 B.L.J. 264. 


€ 3.29. Insurance upon splitting of 
certificate of deposit.—A woman who 
owned a certificate of deposit for $12,- 
500 had the issuing bank exchange it 
for three certificates of $5,000, $5,000 
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and $2,500 respectively. One certifi- 
cate was issued in the name of each of 
her three children. Upon the closing 
of the bank, it was held that the evi- 
dence indicated that the children were 
the sole owners of the certificates and 
that they were protected by the deposit 
insurance law. Ghent v. Cliffside Park 
Title Guar. & Trust Co., 199 Atl. 416, 
16 N.J. Misc. 308, 55 B.L.J. 586. 


{ 3.30. Coverage of certificate of 
deposit issued against check.—Where 
a bank issues a time certificate of de- 
posit in exchange for a check drawn 
on another bank and delivered to the 
bank issuing the certificate, the certi- 
ficate will be covered by federal de- 
posit insurance on the failure of the 
issuing bank, notwithstanding that the 
check, instead of being promptly 
charged to the drawer’s account was 
used by the officers of the issuing bank 
in the pursuit of “alleged fraudulent 
acts.” FDIC v. Deation, 105 F.2d 667 
(10th Cir. 1939), 56 B.L.J. 782. 


€ 3.31. Bank’s collection on collat- 
eral covered as to excess over debt.— 
One who was indebted to a bank for a 
loan, pledged a lease, which he had 
made as lessor, with the bank as secur- 
ity, giving the bank authority to collect 
the rents. The bank collected more 
than enough to satisfy the loan and 
then became insolvent. The borrower 
sued the bank and obtained a judg- 
ment for the amount of the excess col- 
lected by the bank. It was held that 
this claim was covered by deposit in- 
surance. Hockenjos v. FDIC, 199 
Atl. 596, 16 N.J. Misc. 312, 55 B.L.J. 
624. 


{ 3.32. Coverage of amounts trans- 
ferred by wife to husband for consid- 
eration.—A woman, having $10,000 
on deposit in a bank, transferred 
$5,000 of that sum to an account stand- 
ing in the name of her husband. This 
transfer was made in settlement of a 
debt actually owing from the wife to 
the husband. Upon the closing of the 
bank, it was held that both accounts 
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were covered by Federal deposit insur- 
ance. Jones v. FDIC, 24 F. Supp. 985 
(W.D. Okla. 1939), 56 B.L.J. 28. 


{ 3.33. Coverage of deposit not af- 
fected by subsequent retransfer by bank 
without knowledge of beneficiary.— 
One Cooper, having a substantial de- 
posit in a bank at Cheyenne, Okla- 
homa, directed the bank’s president to 
transfer $5,000 from his account to an 
account standing in the name of his 
daughter. The bank’s officers prepared 
a debit slip showing the transaction 
and an individual ledger sheet in the 
name of the daughter and the transfer 
on the books of the bank was made 
sometime later. The father advised the 
daughter as to what had been done but 
the bank did not send a duplicate de- 
posit slip to the daughter. It was held 
that there was a valid deposit in the 
name of the daughter and that it was 
covered by Federal deposit insurance. 
The fact that the president of the bank 


subsequently caused the deposit to be 
retransferred to the father’s account, 
without the knowledge or consent of 
the daughter, was held to be immate- 
rial. Barton v. Johnson, 24 F. Supp. 
987 (W.D. Okla. 1938), 56 B.L.J. 33. 


€ 3.34. Principal and interest depos- 
ited in separate accounts constitute 
one deposit.—Where executors of es- 
tate during period of administration 
deposited the principal of the estate in 
one account and the income in another 
account in the same bank, it was held 
that the deposits as thus maintained 
constituted but one “insured deposit” 
within the Banking Act and the Federal 
Deposit Insurance Corporation was 
therefore liable only for the net amount 
of these deposits, “added together,” 
less the amount thereof in excess of 
$5,000. Phair v. FDIC, 74 F. Supp. 
693 (D.N.J. 1947), 65 B.L.J. 365. 


€ 3.35 Definition of deposit.—In de- 
ciding the validity of alleged claims 
covered by the FDIC insurance the 
court applied the following definition 
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of the word “deposit” as used in the 
act creating the FDIC: “The term ‘de- 
posit’ means the unpaid balance of 
money or its equivalent received by a 
bank in the usual course of business 
and for which it has given or is obli- 
gated to give credit to a commercial, 
checking, savings, time or thrift ac- 
count, or which is evidenced by its cer- 
tificate of deposit, and trust funds held 
by bank whether retained or deposited 
in any department of such bank or de- 
posited in another bank, together with 
such other obligation of a bank as the 
board of directors shall find and shall 
prescribe by its regulations to be de- 
posit liabilities by general usage.” 12 
U.S.C.A. § 264(c)(12). FDIC v. Rec- 
ords, 34 F. Supp. 600 (W.D. Mo. 
1940), 57 B.L.J. 809. 


€ 3.36. FDIC liable for interest from 
date of judgment.—In a suit against 
Federal Deposit Insurance Corporation 
to recover on insurance of deposits in 
insolvent bank, it was held that the 
Corporation was liable for interest only 
from the date of the judgment. FDIC 
v. Billings County, 168 F.2d 452 
(8th Cir. 1948), 65 B.L.J. 827. 


{ 3.37. Payment of interest where 
claim denied.—Under 12 U.S.C.A. § 
264, subsection 1, paragraph 6, estab- 
lishing the obligation of the Federal 
Deposit Insurance Corporation to pay 
an insured bank deposit, it is provided 
that the FDIC in its discretion may 
require proof of claim to be filed be- 
fore paying an insured bank deposit 
and that in any event where the FDIC 
is not satisfied as to the validity of the 
claim for the insured deposit, it may 
abide the termination of litigation over 
it before the claim becomes due. Upon 
claimant prevailing in such litigation, 
the FDIC would have to pay interest 
from the time claim became due and 
costs of suit. Connor v. FDIC, 34 
A.2d 368, 113 Vt. 379, 61 B.L.J. 174. 


€ 3.38. Continuance of insurance on 
termination of insured status.—A bank 


q 3.50 


was insured under provisions of the 
section of the Federal Reserve Act 
known as the Federal Deposit Insur- 
ance Law. This insured status was ter- 
minated on March 31, 1938. The bank 
was closed on August 18, 1938, and 
its affairs wound up by insolvency pro- 
ceedings. At the time the insurance 
status of the bank terminated the de- 
fendants and others were depositors of 
said bank, having various types of de- 
posits. After the insurance status ter- 
minated, the defendants and others 
continued to do business with said bank 
making additional deposits and with- 
drawals, which continued until the 
bank was closed. It was held by the 
district court that additions to deposits 
and withdrawals did not affect the in- 
sured deposit unless the balance at any 
time was less than the deposits at the 
time of the termination of the insured 
status. FDIC v. Winton, 41 F. Supp. 
141 (E.D. Tenn. 1941), 141 B.L.J. 5. 

The decision was reversed in appeal. 

The words “less all subsequent with- 
drawals from any deposits of such de- 
positor” as appearing in subsection (i) 
(1) of Section 12B of the amended 
Federal Reserve Act mean that after 
the date of termination, the Federal 
Deposit Insurance Corporation’s liabil- 
ity would be reduced by every with- 
drawal from deposit of the depositor 
of whatever kind and whenever made. 
FDIC v. Winton, 131 F.2d 780 (6th 
Cir. 1942), 60 B.L.J. 165. 


€ 3.50. An incorrect statement by 
FDIC on status of certificates of de- 
posit actionable-—When FDIC issued 
a public release stating incorrectly that 
certain certificates of deposit issued by 
insured banks would not be regarded 
as qualifying for insurance and thus 
caused substantial damage to a corpo- 
ration engaged in the business of pur- 
chasing and selling of such deposits, 
action lay against FDIC for damages 
declaration and injunctive “relief.” 
B.C. Morton Int’l Corp. v. FDIC, 305 
F.2d 692 (3d Cir. 1962). 
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Insured banks; certificate of Comptroller of Currency authoriz- 
ing transaction of banking business [€ 4.1] 
FDI Act § 4 (12 U.S.C. § 1814) 


[Continuance of Insured Status] 


(a) Every bank, which is an insured bank on September 21, 1950, shall be and 
continue to be, without application or approval, an insured bank and shall be sub- 
ject to the provisions of this chapter. 


[National Member Banks—National Nonmember Banks 
and State Banks Becoming Member Banks] 


(b) Every national member bank which is authorized to commence or resume 
the business of banking, and which is engaged in the business of receiving deposits 
other than trust funds as herein defined, and every such national nonmember bank 
which becomes a member of the Federal Reserve System, and every State bank 
which is converted into a national member bank or which becomes a member of 
the Federal Reserve System, and which is engaged in the business of receiving de- 
posits, other than trust funds as herein defined, shall be an insured bank from the 
time it is authorized to commence or resume business or becomes a member of the 
Federal Reserve System. The certificate herein prescribed shall be issued to the 
Corporation by the Comptroller of the Currency in the case of such national mem- 
ber bank, or by the Board of Governors of the Federal Reserve System in the case 
of such State member bank: Provided, That in the case of an insured bank which 
is admitted to membership in the Federal Reserve System or an insured State bank 
which is converted into a national member bank, such certificate shall not be re- 
quired, and the bank shall continue as an insured bank. 


[Contents of Certificate] 


Such certificate shall state that the bank is authorized to transact the business 
of banking in the case of a national member bank, or is a member of the Federal 
Reserve System in the case of a State member bank, and that consideration has 
been given to the factors enumerated in section 1816 of this title. 


[Continuance of Insured Status of Converting Bank] 


A State bank, resulting from the conversion of an insured national bank, shall 
continue as an insured bank. A State bank, resulting from the merger or consoli- 
dation of insured banks, or from the merger or consolidation of a noninsured bank 
or institution with an insured State bank, shall continue as an insured bank. 


Sept. 21, 1950, c. 967, § 2[4], 64 Stat. 875. 


EDITORIAL COMMENTARY 


{ 4.2. Purpose of section 


This section has a twofold purpose: 


(1) It provides for the continuance of insured status of banks which were insured, 
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under the provisions of former law (12 U.S.C. § 264) and continued to be 
insured on September 21, 1950 when the FDI Act was passed. 

(2) It provides for insured status of national banks and state banks which are 
members of the Federal Reserve System. 


{ 4.3. Insured status of national member banks 


Every national bank other than a national bank in any Territory of the United 
States, Puerto Rico, Guam, American Samoa, or the Virgin Islands is compulsorily 
a member of the Federal Reserve System under 12 U.S.C. § 222, which further pro- 
vides that upon becoming such a member it will be an insured bank. The bank which 
is in the business of receiving deposits other than trust funds is insured from the time 
it is authorized to do business or resume business. 

In case of a new national bank the Comptroller of the Currency is required to give 
a certificate to the FDIC stating: 


(1) That the bank is authorized to commence business; and 
(2) That consideration has been given to the factors enumerated in 12 U.S.C. 
§ 1816. (See the form of certificate, { 91.1.) 


{ 4.4. Insured status of national nonmember banks 


A national bank located in a dependency or insular possession or any part of the 
United States outside the continental United States, and any bank in these areas 
organized under local laws may remain outside the Federal Reserve System. (See 
12 U.S.C. § 466.) 

A national nonmember bank which becomes a member of the Federal Reserve 
System and is engaged in the business of receiving deposits other than trust funds is 
also insured by the FDIC upon becoming such member. The section is not clear 
as to which authority must issue a certificate to the FDIC. In principle it would 
seem that as the insured status is predicated on becoming a member of the Federal 
Reserve System, a certificate issued by the Board of Governors would suffice. 


€ 4.5. Insured status of state member banks 


A state bank which becomes a member of the Federal Reserve System and which 
is engaged in the business of banking as above stated is insured upon certification 
by the Board of Governors of the Federal Reserve System, to the effect: 


(1) That the bank is a member of the Federal Reserve System, and 
(2) That consideration has been given to the factors enumerated in 12 U.S.C. 
§ 1816. 
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COMMENTARY 
€ 4.6. Continuation of insured status 


A national bank converting to a state bank continues its insured status. 

When insured banks merge or consolidate the resultant bank whether a national 
bank or a state bank continues as an insured bank, 

When a noninsured bank or institution merges or consolidates with an insured state 
bank, the resultant bank is an insured bank. 


Application of nonmember banks for insured status [4 5.1] 
FDI Act § 5 (12 U.S.C. § 1815) 


Subject to the provisions of this chapter, any national nonmember bank which 
is engaged in the business of receiving deposits, other than trust funds as herein 
defined, upon application by the bank and certification by the Comptroller of the 
Currency in the manner prescribed in subsection (b) of section 1814 of this title 
and any State nonmember bank, upon application to and examination by the Cor- 
poration and approval by the Board of Directors, may become an insured bank. 
Before approving the application of any such State nonmember bank, the Board 
of Directors shall give consideration to the factors enumerated in section 1816 of 
this title and shall determine, upon the basis of a thorough examination of such 
bank, that its assets in excess of its capital requirements are adequate to enable it 
to meet all of its liabilities to depositors and other creditors as shown by the books 
of the bank. 


Sept. 21, 1950, c. 967, § 2[5], 64 Stat. 876. 


EDITORIAL COMMENTARY 
€ 5.2. Cases under contemplation of section 


This section prescribes the procedure to be adopted by nonmember banks to 
acquire insured status with the FDIC. The two cases under contemplation are: 


(1) National nonmember banks which term is confined to national banks located 
in any territory of the United States, Puerto Rico, Guam, American Samoa, 
or the Virgin Islands, which are not members of the Federal Reserve System; 
and 

(2) State nonmember banks being state banks which are not members of the 
Federal Reserve System. 


€ 5.3. Application by national nonmember banks for insured 
status 


National nonmember banks engaged in the business of receiving deposits other 
than trust funds may apply for insured status. The application must be made to the 
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FDIC supported by a certification by the Comptroller of the Currency (1) that the 
bank is authorized to transact the business of banking; (2) that consideration has 
been given to the factors referred to in Section 6 of the FDI Act (12 U.S.C. § 1816), 
namely the financial history and condition of the bank, the adequacy of its capital 
structure, its future earnings prospects, the general character of its management, 
the convenience and needs of the community to be served by the bank; and (3) that 
the corporate powers are consistent with the provisions of the Federal Deposit 
Insurance Act. 

No special application form is provided, and therefore the application should fol- 
low the tenor of the requirements laid down in 12 C.F.R. § 303.9 [§ 53.9]. 


€ 5.4. Application by state nonmember banks for insured status 


In the case of an application by a state nonmember bank, the Board of Directors 
of the FDIC is required to give consideration to the following factors: 


(1) The financial history and condition of the bank; 

(2) The adequacy of its capital structure; 

(3) Its future earning prospects; 

(4) The general character of its management; 

(5) The convenience and needs of the community to be served by the banks; and 

(6) Whether its corporate powers are consistent with the purposes of the Federal 
Deposit Insurance Act. 


Additionally, the Board of Directors must determine, upon the basis of a thorough 
examination of the bank, that its assets in excess of its capital requirements are ade- 
quate to enable it to meet all of its liabilities to depositors and other creditors as 
shown by the books of the bank. 


€ 5.5. Procedure for application by state nonmember banks 


A state nonmember bank must apply to the Regional Director of the FDIC region 
in which the bank is located. 12 C.F.R. § 303.1 [€ 53.1] indicates the procedure 
for making the application. The forms to be used are indicated in 12 C.F.R. §§ 
304.3(a)—304.3(h) [§ 53.3]. 

A proposed tiew state banking corporation other than a mutual savings bank must 
execute Form 82 [{ 90.2] in quadruplicate and submit three of the forms to the 
regional director accompanied by a certified copy of the proposed articles of incor- 
poration or association and also by three copies of Form 83 (Financial Report) 
[{ 90.3]. If the bank contemplates having a branch, the application must be accom- 
panied by Form 85 [€ 90.4] for each branch. Upon incorporation, Form 82(a) 
[{ 90.5] must be submitted. 

An existing state nonmember bank must submit Form 84 (Application for Federal 
Deposit Insurance by an Existing Noninsured State Bank) [{ 90.6], Form 83 (Fi- 
nancial Report) [{ 90.3], and a certified copy of the articles of incorporation or 
association. The application must be accompanied by a resolution that the presi- 
dent or vice-president, and cashier or secretary have been properly authorized by 
the bank’s board of directors to make the application. 
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A bank desiring to continue the operation of branches is required to submit 
Form 85 [{ 90.4] (application to establish a branch) in respect of each branch. 

In respect of a proposed new mutual savings bank, the following forms are to be 
submitted in the same manner as stated above: Form 82-M [€ 90.2] accompanied 
by 85-M [ 90.8] for each branch. Upon incorporation Forms 82(a)—82-M [€ 90.5] 
must be submitted. 

In respect of an existing noninsured mutual savings bank, applicable forms are: 
84-M [4 90.7] accompanied by 85-M [€ 90.8] for each branch. 


{ 5.6. Procedure on applications 


The procedure on applications is stated in 12 C.F.R. § 303.10 [€ 53.10]. Ap- 
proval is given by the Board of Directors of the FDIC after the investigation re- 
quired by the regulations and on compliance by the bank with the same standards 
as are exacted by the Comptroller of the Currency in giving his certification in 
respect of national nonmember banks applying for insured status. Apparently this 
section under consideration imposes a further requirement that the Board of Direc- 
tors must come to a determination upon the basis of a thorough examination that 
the bank’s assets in excess of capital requirements are adequate to meet all the lia- 
bilities to depositors and other recorded creditors. This requirement is not men- 
tioned in the case of national and state member banks, for the reason that the 
conditions for incorporation as national banks or for becoming members of the 
Federal Reserve System amply cover this requirement. 


Factors considered in issuing certificate to do business [€ 6.1] 
FDI Act § 6 (12 U.S.C. § 1816) 


The factors to be enumerated in the certificate required under section 1814 of 
this title and to be considered by the Board of Directors under section 1815 of this 
title shall be the following: The financial history and condition of the bank, the 
adequacy of its capital structure, its future earnings prospects, the general character 
of its management, the convenience and needs of the community to be served by 
the bank, and whether or not its corporate powers are consistent with the purposes 
of this chapter. 


Sept. 21, 1950, c. 967, § 2[6], 64 Stat. 876. 


EDITORIAL COMMENTARY 


{ 6.2. Factors considered in granting certificates 


The factors referred to in this section are the factors which all bank regulatory 
authorities have to take into account in permitting the banks under their respective 
supervision to commence business. Parallel provisions exist in the other statutes 
regulating national banks and the Federal Reserve System. See 12 U.S.C. §§ 26 and 
322, and 12 C.F.R. §§ 4.2(b) and 208.5. 
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Assessments [€ 7.1] 
FDI Act § 7 (12 U.S.C. § 1817) 


[Reports of Condition—State Nonmember Banks] 


(a)(1) Each insured State nonmember bank (except a District bank) shall 
make to the Corporation reports of condition which shall be in such form and 
shall contain such information as the Board of Directors may require. Such re- 
ports shall be made to the Corporation on the dates selected as provided in para- 
graph (3) of this subsection and the deposit liabilities shall be reported therein in 
accordance with and pursuant to paragraphs (4) and (5) of this subsection. The 
Board of Directors may call for additional reports of condition on dates to be fixed 
by it and may call for such other reports as the Board may from time to time re- 
quire. The Board of Directors may require reports of condition to be published 
in such manner, not inconsistent with any applicable law, as it may direct. Every 
such bank which fails to make or publish any such report within ten days shall be 
subject to a penalty of not more than $100 for each day of such failure recoverable 
by the Corporation for its use. 


[Access to Reports of Condition Made to Comptroller 
and Federal Reserve Banks] 


(2) The Corporation shall have access to reports of examination made by, and 
reports of condition made to, the Comptroller of the Currency or any Federal Re- 
serve bank and to all revisions of reports of condition made to either of them, and 
they shall promptly advise the Corporation of any revisions or changes in respect 
to deposit liabilities made or required to be made in any report of condition. The 
Corporation may accept any report made by or to any commission, board, or au- 
thority having supervision of a State nonmember bank (except a District bank), 
and may furnish to the Comptroller of the Currency, to any Federal Reserve bank, 
and to any such commission, board, or authority, reports of examinations made on 
behalf of, and reports of condition made to, the Corporation. 


[Submission of Reports of Condition—Dates] 


(3) Each insured State nonmember bank (except a District bank) shall make to 
the Corporation, each insured national bank and each insured District bank shall 
make to the Comptroller of the Currency, and each insured State member bank 
shall make to the Federal Reserve Bank of which it is a member, four reports of 
condition annually upon dates which shall be selected by the Chairman of the Board 
of Directors, the Comptroller of the Currency, and the Chairman of the Board of 
Governors of the Federal Reserve System, or a majority thereof. 


[Manner of Reporting] 


The dates selected shall be the same for all insured banks, except that when any 
of said reporting dates is a nonbusiness day for any bank, the preceding business 
day shall be its reporting date. Two dates shall be selected within the semiannual 
period of January to June inclusive, and the reports on such dates shall be the 
basis for the certified statement to be filed in July pursuant to subsection (c) of 
this section, and two dates shall be selected within the semiannual period of July 
to December inclusive, and the reports on such dates shall be the basis for the 
certified statement to be filed in January pursuant to subsection (c) of this section. 
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The deposit liabilities shall be reported in said reports of condition in accordance 
with and pursuant to paragraphs (4) and (5) of this subsection, and such other 
information shall be reported therein as may be required by the respective agen- 
cies. Each said report of condition shall contain a declaration by the president, 
a vice president, the cashier or the treasurer, or by any other officer designated by 
the board of directors or trustees of the reporting bank to make such declaration, 
that the report is true and correct to the best of his knowledge and belief. The 
correctness of said report of condition shall be attested by the signatures of at 
least three of the directors or trustees of the reporting bank other than the officer 
making such declaration, or by at least two if there are not more than three direc- 
tors or trustees, with the declaration that the report has been examined by them 
and to the best of their knowledge and belief is true and correct. At the time of 
making said reports of condition each insured national, District and State member 
bank shall furnish to the Corporation a copy thereof containing such signed dec- 
laration and attestations. Nothing herein shall preclude any of the foregoing 
agencies from requiring the banks under its jurisdiction to make additional reports 
of condition at any time. 


[Mode of Reporting Liability] 


(4) In the reports of condition required to be made by paragraph (3) of this 
subsection, each insured bank shall report the total amount of the liability of the 
bank for deposits in the main office and in any branch located in any State of the 
United States, the District of Columbia, any Territory of the United States, Puerto 
Rico, Guam, American Samoa, or the Virgin Islands, according to the definition 
of the term “deposit” in and pursuant to subsection (/) of section 1813 of this title, 
without any deduction for indebtedness of depositors or creditors or any deduction 
for cash items in the process of collection drawn on others than the reporting bank: 
Provided, That the bank in reporting such deposits may (i) subtract from the de- 
posit balance due to any bank the deposit balance due from the same bank (other 
than trust funds deposited by either bank) and any cash items in the process of 
collection due from or due to such banks shall be included in determining such net 
balance, except that balances of time deposits of any bank and any balances stand- 
ing to the credit of private banks, of banks in foreign countries, of foreign branches 
of other American banks, and of American branches of foreign banks shall be 
reported gross without any such subtraction, and (ii) exclude any deposits received 
in any office of the bank for deposit in any other office of the bank: And provided 
further, That outstanding drafts (including advices and authorizations to charge 
bank’s balance in another bank) drawn in the regular course of business by the 
reporting bank on banks need not be reported as deposit liabilities. The amount of 
trust funds held in the bank’s own trust department, which the reporting bank keeps 
segregated and apart from its general assets and does not use in the conduct of its 
business, shall not be included in the total deposits in such reports, but shall be 
separately stated in such reports. 


[Separation of Time and Savings Deposit From Demand Deposits] 


(5) The deposits to be reported on such reports of condition shall be segregated 
between (i) time and savings deposits and (ii) demand deposits. For this purpose 
and for the computation of assessments provided in subsection (b) of this section, 
the time and savings deposits shall consist of time certificates of deposit, time de- 
posits-open account, deposits accumulated for the payment of personal loans, and 
savings deposits; and demand deposits shall consist of all deposits other than time 
and savings deposits. 
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[Definition by Regulation of Cash Items—Process oj Collection, 
and Classification of Time, Savings, and Demand Deposits] 


(6) The Board of Directors, after consultation with the Comptroller of the Cur- 
rency and the Board of Governors of the Federal Reserve System, may by regula- 
tion define the terms “cash items” and “process of collection”, and shall classify 
deposits as “time”, “savings”, and “demand” deposits, for the purposes of this 
section. 


Computation of assessments; rate and amount; base; additions 
and deductions; records; definitions 


[Annual Assessment Rate] 


(b)(1) The annual assessment rate shall be one-twelfth of 1 per centum. Ex- 
cept as provided in subsection (c)(2) of this section, the semiannual assessment 
due from any insured bank for any semiannual period shall be equal to one-half 
the annual assessment rate multiplied by such bank’s average assessment base for 
the immediately preceding semiannual period. 


[Semiannual Period] 

(2) For the purposes of this section the term “semiannual period” means a 
period beginning on January 1 of any calendar year and ending on June 30 of the 
same year, or a period beginning on July | of any calendar year and ending on 
December 31 of the same year. 


[Average Assessment Base for Semiannual Period] 


(3) A bank’s average assessment base for any semiannual period shall be the 
average of such bank’s assessment bases for the two dates, falling within such semi- 
annual period, for which the bank is required to submit reports of condition pur- 
suant to paragraph (3) of subsection (a) of this section (referred to hereafter in 
this section as “reports of condition’”’). 


[Assessment Base for Any Date] 


(4) A bank’s assessment base for any date shall be equal to the bank’s liability 
for deposits (including the deposits of any other bank for which it has assumed 
liability) as reported in its report of condition for such date, plus the assessment 
base additions set forth in paragraph (5), and less the assessment base deductions 
set forth in paragraph (6). 


[Assessment Base Additions] 
(5) The assessment base additions shall be the amounts of— 


(A) uninvested trust funds required to be separately stated in the bank’s 
report of condition; and 

(B) any deposits received in any office of the bank for deposit in any other 
office of the bank located in the United States, the District of Columbia, Puerto 
Rico, Guam, American Samoa, or the Virgin Islands, except those which have 
been included in deposits in the report of condition or which have been offset 
in the report of condition by an equal amount of cash items in its possession 
drawn on itself (on the same type of deposit as those offset) and not charged 
against deposit liabilities at the close of business on the date as of which the 
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report of condition is made, either in their actual amount as shown on the 
books of the bank, or, if not so shown, in an amount determined by means of 
an experience factor pursuant to regulations prescribed by the Board of 
Directors. 


[Assessment Base Deductions] 
(6) The assessment base deductions shall be the amounts of— 


(A) cash items in the bank’s possession, drawn on itself, which have not 
been charged against deposit liabilities at the close of business on the date as 
of which the report of condition is made, either in their actual amount as 
shown on the books of the bank, or, if not so shown, in an amount determined 
by means of an experience factor pursuant to regulations prescribed by the 
Board of Directors; 

(B) deposits included in reported deposit liabilities which are accumulated 
for the payment of personal loans and are assigned or pledged to assure repay- 
ment of the loans at maturity; 

(C) 1 per centum of the bank’s adjusted time and savings deposits (as 
defined in paragraph (7) ); and 

(D) 16% per centum of the bank’s adjusted demand deposits (as defined 
in paragraph (8)). 


Each insured bank, as a condition to the right to make any such deduction in deter- 
mining its assessment base, shall maintain such records as will readily permit veri- 
fication of the correctness of its assessment base. No insured bank shall be required 
to retain such records for such purpose for a period in excess of five years from 
the date of the filing of any certified statement, except that when there is a dispute 
between the insured bank and the Corporation over the amount of any assessment 
the bank shall retain such records until final determination of the issue. 


[Bank’s Adjusted Time and Savings Deposits] 


(7) The term “the bank’s adjusted time and savings deposits” means the amount 
of the bank’s time and savings deposits as reported in its report of condition, as 
adjusted— 


(A) either by adding the amount of all deposits of the type described in 
subparagraph (5) (B) or, if the bank elects to ascertain the respective amounts 
of such deposits creditable to time and savings deposits and to demand de- 
posits, by adding the amount creditable to time and savings deposits; 

(B) by subtracting, if the bank elects to ascertain the respective amounts 
of its items of the type described in subparagraph (6) (A) chargeable against 
time and savings deposits and against demand deposits, the amount chargeable 
against time and savings deposits; and 

(C) by subtracting the amount of all deposits of the type described in sub- 
paragraph (6)(B). 


[Bank’s Adjusted Demand Deposits} 


(8) The term “the bank’s adjusted demand deposits” means the amount of the 
bank’s demand deposits as reported in its report of condition, as adjusted— 


(A) by adding the amount of all deposits of the type described in subpara- 
graph (5)(A); 

(B) by adding, if the bank elects to ascertain the respective amounts of its 
deposits of the type described in subparagraph (5)(B) creditable to time and 
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savings deposits and to demand deposits, the amount creditable to demand 
deposits; and 

(C) either by subtracting the amount of all items of the type described in 
subparagraph (6)(A), or, if the bank elects to ascertain the respective 
amounts of such items chargeable against time and savings deposits and 
against demand deposits, by subtracting the amount chargeable against de- 
mand deposits. 


Filing of certified statements of assessment base and average assessment 
base and amounts due; payments; form, contents, certification of 
statements; rules and regulations 


[Certified Statement of Assessment Base and Assessment Due— 
Payment of Assessment] 


(c)(1) On or before the last day of the first month following each semiannual 
period, each insured bank which became insured prior to the beginning of such 
period shall file with the Corporation a certified statement showing its average 
assessment base for such period, and the amount of the semiannual assessment due 
to the Corporation for the semiannual period which begins with such month. Each 
such bank shall pay to the Corporation the amount of the semiannual assessment 
it is required to certify. 


[Provisions Applicable to Newly Insured Banks] 


(2) A bank shall not be required to pay any assessment for the semiannual 
period in which it becomes an insured bank. On or before the last day of the first 
month following the semiannual period during which any bank becomes an insured 
bank, such bank shall— 


(A) file with the Corporation a certified statement showing, as its assess- 
ment base for such period, its assessment base for the last date, if any, within 
such period for which it was required to submit a report of condition, or 

(B) if such bank became an insured bank after the last date in such period 
for which a report of condition was required, such bank shall make a special 
report of condition as of the last day of such semiannual period, and shall file 
with the Corporation a certified statement showing, as its assessment base for 
such period, its assessment base for the date of such special report. 


The semiannual assessment due from such bank for the semiannual period which 
begins with such month shall be equal to one-half the annual assessment rate mul- 
tiplied by the assessment base computed pursuant to subparagraph (A) or (B) of 
this paragraph, and the amount of such assessment shall be shown on such certified 
statement. Each such bank shall pay to the Corporation the amount of the semi- 
annual assessment it is required to certify. 


[Form of Certified Statements] 


(3) The certified statements required to be filed with the Corporation under 
paragraphs (1) and (2) of this subsection shall be in such form and set forth such 
supporting information as the Board of Directors shall prescribe and shall be cer- 
tified by the president of the bank or any other officer designated by its board of 
directors or trustees that to the best of his knowledge and belief the statement is 
true, correct and complete and in accordance with this chapter and regulations 
issued thereunder. The assessment payments required from insured banks under 
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paragraphs (1) and (2) of this subsection shall be made in such manner and at 
such time or times as the Board of Directors shall prescribe, provided the time or 
times so prescribed shall not be later than sixty days after filing the certified state- 
ment setting forth the amount of assessment. 


[Rules and Regulations for Enforcement of Section] 


(4) Except as otherwise provided in this section, the Board of Directors shall 
prescribe all needful rules and regulations for the enforcement of this section. The 
Board of Directors may limit the retroactive effect, if any, of any of its rules or 
regulations. 


Transfer of net assessment income of Corporation to capital account; 
pro rata credit to insured banks 


(d) As of December 31, 1961, and as of December 31, of each calendar year 
thereafter, the Corporation shall transfer 33% per centum of its net assessment in- 
come to its capital account and the balance of the net assessment income shall be 
credited pro rata to the insured banks based upon the assessments of each bank 
becoming due during said calendar year. Each year such credit shall be applied by 
the Corporation toward the payment of the total assessment becoming due for the 
semiannual assessment period beginning the next ensuing July 1 and any excess 
credit shall be applied upon the assessment next becoming due. The term “net 
assessment income” as used herein means the total assessments which become due 
during the calendar year less (1) the operating costs and expenses of the Corpo- 
ration for the calendar year; (2) additions to reserve to provide for insurance losses 
during the calendar year, except that any adjustments to reserve which result in 
a reduction of such reserve shall be added; and (3) the insurance losses sustained 
in said calendar year plus losses from any preceding years in excess of such reserves. 
If the above deductions exceed in amount the total assessments which become due 
during the calendar year, the amount of such excess shall be restored by deduction 
from total assessments becoming due in subsequent years. 


Refunds to insured banks 


(e) The Corporation (1) may refund to an insured bank any payment of assess- 
ment in excess of the amount due to the Corporation or (2) may credit such excess 
toward the payment of the assessment next becoming due from such bank and 
upon succeeding assessments until the credit is exhausted. 


Action against banks failing to file certified statements 


(f) Any insured bank which fails to make any report of condition under sub- 
section (a) of this section or to file any certified statement required to be filed by 
it in connection with determining the amount of any assessment payable by the 
bank to the Corporation may be compelled to make such report or file such state- 
ment by mandatory injunction or other appropriate remedy in a suit brought for 
such purpose by the Corporation against the bank and any officer or officers 
thereof in any court of the United States of competent jurisdiction in the District 
or Territory in which such bank is located. 


Action by Corporation to recover assessments 


(g) The Corporation, in a suit brought at law or in equity in any court of compe- 
tent jurisdiction, shall be entitled to recover from any insured bank the amount of 
any unpaid assessment lawfully payable by such insured bank to the Corporation, 
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whether or not such bank shall have made any such report of condition under sub- 
section (a) of this section or filed any such certified statement and whether or not 
suit shall have been brought to compel the bank to make any such report or file 
any such statement. 


[Time Limit for Actions] 


No action or proceeding shall be brought for the recovery of any assessment 
due to the Corporation, or for the recovery of any amount paid to the Corporation 
in excess of the amount due to it, unless such action or proceeding shall have been 
brought within five years after the right accrued for which the claim is made, 
except where the insured bank has made or filed with the Corporation a false or 
fraudulent certified statement with the intent to evade, in whole or in part, the 
payment of assessment, in which case the claim shall not be deemed to have 
accrued until the discovery by the Corporation that the certified statement is false 
or fraudulent: Provided, however, That where a cause of action has already 
accrued, and the period herein prescribed within which an action may be brought 
has expired, or will expire within one year from September 21, 1950, an action may 
be brought on such cause of action within one year from September 21, 1950: 
And provided further, That no action or proceeding shall be brought for the recov- 
ery of any assessment on deposits alleged to have been omitted from the assess- 
ment base of any insured bank for any year prior to 1945 except that any claim of 
the Corporation for the payment of any assessment may be offset by it against any 
claim of the bank for the overpayment of any assessment. 


Forfeiture of rights for failure to comply with law 


(h) Should any national member bank or any insured national nonmember bank 
fail to make any report of condition under subsection (a) of this section or to file 
any certified statement required to be filed by such bank under any provision of 
this section, or fail to pay any assessment required to be paid by such bank under 
any provision of this chapter, and should the bank not correct such failure within 
thirty days after written notice has been given by the Corporation to an officer of 
the bank, citing this subsection, and stating that the bank has failed to make any 
report of condition under subsection (a) of this section or to file or pay as required 
by law, all the rights, privileges, and franchises of the bank granted to it under the 
National Bank Act, as amended, the Federal Reserve Act, as amended, or this 
chapter, shall be thereby forfeited. Whether or not the penalty provided in this 
subsection has been incurred shall be determined and adjudged in the manner pro- 
vided in Section 501a of this title. The remedies provided in this subsection and 
in subsections (f) and (g) of this section shall not be construed as limiting any 
other remedies against any insured bank, but shall be in addition thereto. 


Insurance of trust funds 


(i) Except with respect to trust funds which are owned by a depositor referred 
to in paragraph (2) of section 1821(a) of this title, trust funds held by an insured 
bank in a fiduciary capacity whether held in its trust department or held or de- 
posited in any other department of the fiduciary bank shall be insured in an 
amount not to exceed $40,000 for each trust estate, and when deposited by the 
fiduciary bank in another insured bank such trust funds shall be similarly insured 
to the fiduciary bank according to the trust estates represented. Notwithstanding 
any other provision of this chapter, such insurance shall be separate from and 
additional to that covering other deposits of the owners of such trust funds or 
the beneficiaries of such trust funds or the beneficiaries of such trust estates. The 
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Board of Directors shall have power by regulation to prescribe the manner of 
reporting and of depositing such trust funds. 


Change in control of insured banks: reports to Federal banking agencies, “control” 
defined; secured loans: reports, exceptions; information reported; changes or 
replacement of chief executive officers or directors; statement of business and 
professional affiliations of successors; copies of reports to Federal banking 
agencies 


[Changes in Control of Insured Banks] 


(j)(1) Whenever a change occurs in the outstanding voting stock of any insured 
bank which will result in control or in a change in the control of the bank, the 
president or other chief executive officer of such bank shall promptly report such 
facts to the appropriate Federal banking agency upon obtaining knowledge of such 
change. As used in this subsection, the term “control” means the power to directly 
or indirectly direct or cause the direction of the management or policies of the bank. 
A change in ownership of voting stock which would result in direct or indirect own- 
ernship by a stockholder or an affiliated group of stockholders of less than 10 per- 
cent of the outstanding voting stock shall not be considered a change of control. 
If there is any doubt as to whether a change in the outstanding voting stock is suf- 
ficient to result in control thereof or to effect a change in the control thereof, such 
doubt shall be resolved in favor of reporting the facts to the appropriate Federal 
banking agency. 


[Loans Secured by 25 Percent Stock—Reports] 


(2) Whenever an insured bank makes a loan or loans, secured, or to be secured, 
by 25 per centum or more of the outstanding voting stock of an insured bank, the 
president or other chief executive officer of the lending bank shall promptly report 
such fact to the appropriate Federal banking agency of the bank whose stock secures 
the loan or loans upon obtaining knowledge of such loan or loans, except that no 
report need be made in those cases where the borrower has been the owner of 
record of the stock for a period of one year or more, or the stock is that of a newly 
organized bank prior to its opening. 


[Contents of Reports} 


(3) The reports required by paragraphs (1) and (2) of this subsection shall 
contain the following information to the extent that it is known by the person mak- 
ing the report: (a) the number of shares involved, (b) the names of the sellers 
(or transferors), (c) the names of the purchasers (or transferees), (d) the names 
of the beneficial owners if the shares are registered in another name, (e) the pur- 
chase price, (f) the total number of shares owned by the sellers (or transferors), 
the purchasers (or transferees) and the beneficial owners both immediately before 
and after the transaction, and in the case of a loan, (g) the name of the borrower, 
(h) the amount of the loan, and (i) the name of the bank issuing the stock secur- 
ing the loan and the number of shares securing the loan. In addition to the fore- 
going, such reports shall contain such other information as may be available to 
inform the appropriate Federal banking agency of the effect of the transaction upon 
control of the bank whose stock is involved. 


[Report of Changes or Replacement of Chief Executive Officer or Director] 


(4) Whenever such a change as described in paragraph (1) of this subsection 
occurs, each insured bank shall report promptly to the appropriate Federal bank- 
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ing agency any changes or replacement of its chief executive officer or of any 
director occurring in the next twelve-month period, including in its report a state- 
ment of the past and current business and professional affiliations of the new chief 
executive officer or directors. 


[Furnishing Copies of Report to Board of Governors and FDIC] 


(5) The Comptroller of the Currency shall immediately furnish to the Board of 
Governors of the Federal Reserve System and to the Federal Deposit Insurance 
Corporation a copy of any such report required in this subsection and received by 
him, and the Board of Governors of the Federal Reserve System shall immediately 
furnish to the Federal Deposit Insurance Corporation a copy of any such report 
required in this subsection and received by it. 


(6) Repealed. Pub. L. 89-695, Title II, § 201, Oct. 16, 1966, 80 Stat. 1046. 


Sept. 21, 1950, c. 967, § 2[7], 64 Stat. 876; July 14, 1960, Pub. L. 86-671, $§ 2. 
3, 74 Stat. 547, 551; Sept. 12, 1964, Pub. L. 88-593, 78 Stat. 940; Oct. 16, 1966, 
Pub. L. 89-695, Title II, § 201, Title III, § 301(b), 80 Stat. 1046, 1055; Dec. 23, 
1969, Pub. L. 91-151, Title I, § 7(a)(2), 83 Stat. 375; Dec. 31, 1970, Pub. L. 
91-609, Title IX, § 910(g), (h), 84 Stat. 1812, Oct. 28, 1974, Pub. L. 93-495, 
Title I, §§ 101(a)(2), 102(a) (2), 88 Stat. 1500, 1502. 


EDITORIAL COMMENTARY 


{ 7.2. Summary of provisions 


This section enacts provisions concerning the rendition by banks of reports of their 
financial condition, the computation of assessments, the rendering of certified state- 
ments showing the average assessment base and the amount of the semiannual assess- 
ments, the payment of assessment, the transfer of net assessment income to capital 
account, as well as the pro rata credit and refunds to insured banks, enforcement of 
the foregoing provisions, insurance of trust funds, change in control of insured banks 
and report thereof to federal agencies, and the making of loans by one bank 
secured by 25 percent of the stock of another insured bank. 


€ 7.3. Reports of Condition 


Subsection (a) of this section provides inter alia for the submission of Reports of 
Condition to the appropriate federal regulatory agencies and for the access by the 
FDIC to the reports made to the other federal agencies. Four reports of condition 
are required to be made each year on dates selected by the Comptroller of the Cur- 
rency, the chairman of the Board of Governors of the Federal Reserve System, and 
the chairman of the FDIC, or a majority of them. Until December 1975, the prac- 
tice was that two dates were selected in each semiannual period, January and De- 
cember respectively, but the two days, usually in the first and third quarters, were 
in the nature of surprise calls intended apparently to discount “window dressings” 
—calculated to maximize favorable aspects. 





FEDERAL DEPOSIT INSURANCE ACT § 7 


COMMENTARY 


Effective with reports for 1976, extensive changes to the Report of Condition 
were announced, and reports will now be required four times a year, as of the 
last day of each quarter. Only in unusual circumstances will calls be made for 
other than end-of-quarter dates. 

The forms prescribed by the different authorities contain full instructions for com- 
pletion of the forms, including the accounting specifications and other relevant 


matters. 
The applicable Regulations are 12 C.F.R. § 304.2 [{ 54.2]. 


* 74. Assessments 


The income of the FDIC is at present derived, as to nearly three-fifths from interest 
received on holdings of U.S. government securities and as to the balance almost 
entirely from assessments paid by insured banks. 

Assessments are paid by insured banks in January and July of each year for 
deposit insurance during the ensuing six months. Assessments are computed with 
reference to the deposit base or, as the Act calls it, the average assessment base. The 
average assessment base is the average of total assessable deposits for the immediately 
preceding semiannual period. Assessable deposits are the deposits, as stated in the 
two immediately preceding Reports of Condition, submitted at quarterly intervals to 
one of the federal supervisory agencies, adjusted as provided in this Act. The adjust- 
mont upwards—or the assessment base additions, as they are called—are the unin- 


vested trust funds required to be stated separately in the Reports of Condition and 
deposits received but not reported or offset against cash items in possession drawn 
against the bank. 

The adjustments downward—the assessment base deductions—consist of: 


(1) A deduction of one percent of adjusted time and savings deposits; 

(2) A deduction of 16 2/3 percent of adjusted demand deposits; 

(3) Cash items in possession drawn on the bank that are not charged against de- 
posit liabilities; and 

(4) Funds included in reported deposits that are accumulated and assigned for 
payment of personal loans. 


For the purpose of making condition reports and the adjustments, it is necessary 
that the terms used, such as “cash items,” “process of collection,” “time,” “savings,” 
and “demand” deposits, should have a clear meaning. The Act has empowered the 
Board of Directors to define these terms after consulting the Comptroller of the 
Currency and the Federal Reserve Board, and the definitions and regulations con- 
cerning the reporting and computation of assessments and other regulations for the 
enforcement of the section are set forth in 12 C.F.R. Part 327 [© 61]. 

Since 1935, the basic assessment rate established by federal statute is one-twelfth 
of one percent of total assessable deposits. Legislation enacted in 1950 reduced the 
effective rate of assessments by providing for a credit to be applied against gross 
assessments levied each year. This credit has been 66 2/3 percent since December 
1961 (see subsection (d)). Each bank computes its semiannual payment for deposit 
insurance by multiplying one-half the annual basic rate by its deposit assessment 
base and deducting from the resulting amount the assessment credit available on 
that date. 
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The credit available to each insured bank represents its pro rata share of the total 
credits available to insured banks on any assessment date. This credit is applied to 
gross assessments due in the calendar year after subtracting the Corporation’s admin- 
istrative and operating expenses and insurance losses and reserves for losses in such 
calendar year. The annual reports of the FDIC state that the net assessment rate in 
1972 was one-thirtieth of one percent and in 1973 one-twenty-sixth of one percent. 

Certified statements are required to be filed in accordance with Subsection (c). 
See 12 C.F.R. §§ 304.1 and 304.3(g) et seq. [€€ 54.1, 54.3]. 


{ 7.5. Failure to file reports of condition and certified statements 


The FDIC may proceed to a suit to compel action by a bank to file reports of 
condition and certified statements. 

Irrespective of whether a report of condition is made or a certified statement is 
filed, the FDIC may take action to recover assessments from a bank. A bank may 
also recover by action any sum of money paid to the FDIC in excess of the amount 
due. 

The normal time limitation for any such action is five years from the date of the 
accrual of the action except where a false or fraudulent statement has been filed with 
intent to evade the whole or any portion of the assessment. In such cases the time 
begins to run from the date of discovery by the FDIC that the statement is false. 

The other exceptions are not of current interest. Penalty for failure to file a 
certified statement or pay assessment is provided by 12 U.S.C. § 1828(h). 

Subsection (h) provides a further remedy in the case of national member banks and 
insured national nonmember banks which, after written notice given to them citing 
this section, fails to file within thirty days reports of condition or any certified state- 
ment, or pay any assessment. The penalty is forfeiture of all rights, privileges and 
franchises granted under the Banking Act, the Federal Reserve Act, and the FDI 
Act. 


{ 7.6. Insurance of trust funds 


Trust funds held by a bank in a fiduciary capacity are required to be insured by 
this section. 


€ 7.7. Change of control 


Upon any change occurring in the voting stock which will result in control or 
change of control of a bank, the president or chief executive officer of the bank must 
report these facts promptly to the appropriate federal agency. 

With certain exceptions, loans secured or to be secured by 25 percent or more of 
the outstanding stock of an insured bank must be reported by the president of the 
lending bank to the appropriate federal banking agency of the other bank. The 
exceptions are: 


(1) Where the borrower has been owner of record of the stock for one year or more. 
(2) Where the stock is of a newly organized bank. 
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Changes or replacement of chief executive officers or directors occurring within 
a twelve-month period of the change in voting stock are also to be reported. 


€ 7.25. Applicable regulations and forms 


For Regulations, see 12 C.F.R. Part 327 [{ 61], and 12 C.F.R. 304 [€ 54]. 
For applicable forms, see Note at { 91. 


Termination of status as insured bank [¢ 8.1] 


[Termination of Insured Status by Nonmember Banks] 


(a) Any insured bank (except a national member bank or State member bank) 
may, upon not less than ninety days’ written notice to the Corporation, terminate 
its status as an insured bank. 


[Citation of Bank for Unsound Practices and Violations] 


Whenever the Board of Directors shall find that an insured bank or its directors 
or trustees have engaged or are engaging in unsafe or unsound practices in conduct- 
ing the business of such bank, or is in an unsafe or unsound condition to continue 
operations as an insured bank, or violated an applicable law, rule, regulation or 
order, or any condition imposed in writing by the Corporation in connection with 
the granting of any application or other request by the bank, or any written agree- 
ment entered into with the Corporation, the Board of Directors shall first give to 
the Comptroller of the Currency in the case of a national bank or a district bank, 
to the authority having supervision of the bank in the case of a State Bank, and to 
the Board of Governors of the Federal Reserve System in the case of a State mem- 
ber bank, a statement with respect to such practices or violations for the purpose 
of securing the correction thereof and shall give a copy thereof to the bank. 


[Action When Correction Not Made—Notice of Termination 
of Insured Status—Hearing] 


Unless such correction shall be made within one hundred and twenty days, or 
such shorter period not less than twenty days fixed by the Corporation in any case 
where the Board of Directors in its discretion has determined that the insurance 
risk of the Corporation is unduly jeopardized, or fixed by the Comptroller of the 
Currency in the case of a national bank, or the State authority in the case of a State 
bank, or Board of Governors of the Federal Reserve System in the case of a State 
member bank as the case may be, the Board of Directors, if it shall determine to 
proceed further, shall give to the bank not less than thirty days’ written notice of 
intention to terminate the status of the bank as an insured bank, and shall fix a time 
and place for a hearing before the Board of Directors or before a person designated 
by it to conduct such hearing, at which evidence may be produced, and upon such 
evidence the Board of Directors shall make written findings which shall be 
conclusive. 
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[Order Terminating Insured Status] 


If the Board of Directors shall find that any unsafe or unsound practice or con- 
dition or violation specified in such statement has been established and has not 
been corrected within the time above prescribed in which to make such corrections, 
the Board of Directors may order that the insured status of the bank be terminated 
on a date subsequent to such finding and to the expiration of the time specified in 
such notice of intention. Unless the bank shall appear at the hearing by a duly 
authorized representative, it shall be deemed to have consented to the termination 
of its status as an insured bank and termination of such status thereupon may be 
ordered. 


[Right of Judicial Review] 


Any insured bank whose insured status has been terminated by order of the 
Board of Directors under this subsection shall have the right of judicial review of 
such order only to the same extent as provided for the review of orders under sub- 
section (h) of this section. 


[Publication of Notice of Termination] 


The Corporation may publish notice of such termination and the bank shall 
give notice of such termination to each of its depositors at his last address of record 
on the books of the bank, in such manner and at such time as the Board of Direc- 
tors may find to be necessary and may order for the protection of depositors. 


[Continuance of Insurance of Existing Deposits for Two Years After Termination] 


After the termination of the insured status of any bank under the provisions of 
this subsection, the insured deposits of each depositor in the bank on the date of 
such termination, less all subsequent withdrawals from any deposits of such de- 
positor, shall continue for a period of two years to be insured, and the bank shall 
continue to pay to the Corporation assessments as in the case of an insured bank 
during such period. No additions to any such deposits and no new deposits in such 
bank made after the date of such termination shall be insured by the Corporation, 
and the bank shall not advertise or hold itself out as having insured deposits unless 
in the same connection it shall also state with equal prominence that such additions 
to deposits and new deposits made after such date are not so insured. Such bank 
shall, in all other respects, be subject to the duties and obligations of an insured 
bank for the period of two years from the date of such termination, and in the 
event that such bank shall be closed on account of inability to meet the demands 
of its depositors within such period of two years, the Corporation shall have the 
same powers and rights with respect to such-bank as in case of an insured bank. 


Cease-and-desist proceedings 
[Notice of Charges in Respect of Unsound Practices and Violations] 


(b)(1) If, in the opinion of the appropriate Federal banking agency, any 
insured bank or bank which has insured deposits is engaging or has engaged, or the 
agency has reasonable cause to believe that the bank is about to engage, in an unsafe 
or unsound practice in conducting the business of such bank, or is violating or has 
violated, or the agency has reasonable cause to believe that the bank is about to 
violate, a law, rule, or regulation, or any condition imposed in writing by the 
agency in connection with the granting of any application or other request by the 
bank, or any written agreement entered into with the agency, the agency may issue 
and serve upon the bank a notice of charges in respect thereof. 


S 
= 
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[Contents of Notice—Hearing to Determine Issue of Order to Cease and Desist] 


The notice shall contain a statement of the facts constituting the alleged violation 
or violations or the unsafe or unsound practice or practices, and shall fix a time 
and place at which a hearing will be held to determine whether an order to cease 
and desist therefrom should issue against the bank. Such hearing shall be fixed for 
a date not earlier than thirty days nor later than sixty days after service of such 
notice unless an earlier or a later date is set by the agency at the request of the bank. 


[Consequence of Failure of Bank to Appear at Hearing] 


Unless the bank shall appear at the hearing by a duly authorized representative, 
it shall be deemed to have consented to the issuance of the cease-and-desist order. 


[Issuance of Cease-and-Desist Orders] 


In the event of such consent, or if upon the record made at any such hearing, 
the agency shall find that any violation or unsafe or unsound practice specified in 
the notice of charges has been established, the agency may issue and serve upon the 
bank an order to cease and desist from any such violation or practice. Such order 
may, by provisions which may be mandatory or otherwise, require the bank and its 
directors, officers, employees, and agents to cease and desist from the same, and, 
further, to take affirmative action to correct the conditions resulting from any such 
violation or practice. 


[Effective Date of Order] 


(2) A cease-and-desist order shall become effective at the expiration of thirty 
days after the service of such order upon the bank concerned (except in the case 
of a cease-and-desist order issued upon consent, which shall become effective at 
the time specified therein), and shall remain effective and enforceable as provided 
therein, except to such extent as it is stayed, modified, terminated, or set aside by 
action of the agency or a reviewing court. 


[Application of Provisions to Bank Holding Companies] 


(3) This subsection and subsections (c), (d), (h), (i), (k), (J), (m) and (n) 
of this section shall apply to any bank holding company, and to any subsidiary 
(other than a bank) of a holding company, as those terms are defined in the Bank 
Holding Company Act of 1956, in the same manner as they apply to a State mem- 
ber insured bank. 


Temporary cease-and-desist orders 


[Temporary Cease-and-Desist Orders Pending Completion 
of Administrative Hearing] 


(c)(1) Whenever the appropriate Federal banking agency shall determine that 
the violation or threatened violation or the unsafe or unsound practice or practices, 
specified in the notice of charges served upon the bank pursuant to paragraph (1) 
of subsection (b) of this section, or the continuation thereof, is likely to cause 
insolvency or substantial dissipation of assets or earnings of the bank, or is likely 
to otherwise seriously prejudice the interests of its depositors, the agency may issue 
a temporary order requiring the bank to cease and desist from any such violation 
or practice. 
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[Order Effective Unless Set Aside or Suspended] 


Such order shall become effective upon service upon the bank and, unless set 
aside, limited, or suspended by a court in proceedings authorized by paragraph 
(2) of this subsection, shall remain effective and enforceable pending the comple- 
tion of the administrative proceedings pursuant to such notice and until such time 
as the agency shall dismiss the charges specified in such notice, or if a cease-and- 
desist order is issued against the bank, until the effective date of any such order. 


[Application for Injunction in Respect of Temporary Order] 


(2) Within ten days after the bank concerned has been served with a temporary 
cease-and-desist order, the bank may apply to the United States district court for 
the judicial district in which the home office of the bank is located, or the United 
States District Court for the District of Columbia, for an injunction setting aside, 
limiting, or suspending the enforcement, operation, or effectiveness of such order 
pending the completion of the administrative proceedings pursuant to the notice 
of charges served upon the bank under paragraph (1) of subsection (b) of this 
section, and such court shall have jurisdiction to issue such injunction. 


Same; enforcement 


(d) In the case of violation or threatened violation of, or failure to obey, a 
temporary cease-and-desist order issued pursuant to paragraph (1) of subsection 
(c) of this section, the appropriate Federal banking agency may apply to the United 
States district court, or the United States court of any territory, within the jurisdic- 
tion of which the home office of the bank is located, for an injunction to enforce 
such order, and, if the court shall determine that there has been such violation or 
threatened violation or failure to obey, it shall be the duty of the court to issue 
such injunction. 


Suspension or removal of director or officer 


[Grounds for Removal—Misconduct of Director or Officer of Insured 
State Bank in Relation to that Bank—Notice] 


(e)(1) Whenever, in the opinion of the appropriate Federal banking agency, 
any director or officer of an insured State bank (other than a District bank) has 
committed any violation of law, rule, or regulation, or of a cease-and-desist order 
which has become final, or has engaged or participated in any unsafe or unsound 
practice in connection with the bank, or has committed or engaged in any act, 
omission, or practice which constitutes a breach of his fiduciary duty as such di- 
rector or officer, and the agency determines that the bank has suffered or will prob- 
ably suffer substantial financial loss or other damage or that the interests of its 
depositors could be seriously prejudiced by reason of such violation or practice or 
breach of fiduciary duty, and that such violation or practice or breach of fiduciary 
duty is one involving personal dishonesty on the part of such director or officer, 
the agency may serve upon such director or officer a written notice of its intention 
to remove him from office. 
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[Grounds for Removal—Misconduct of Director or Officer of National Bank or 
District Bank in Relation to That Bank—Comptroller to Certify Facts to the Fed] 


(2) Whenever, in the opinion of the Comptroller of the Currency, any director 
or officer of a national banking association or a District bank has committed any 
violation of law, rule, or regulation, or a cease-and-desist order which has become 
final, or has engaged or participated in any unsafe or unsound practice in connec- 
tion with the bank, or has committed or engaged in any act, omission, or practice 
which constitutes a breach of his fiduciary duty as such director or officer, and the 
Comptroller determines that the bank has suffered or will probably suffer sub- 
stantial financial loss or other damage or that the interests of its depositors could 
be seriously prejudiced by reason of such violation or practice or breach of fidu- 
ciary duty, and that such violation or practice or breach of fiduciary duty is one 
involving personal dishonesty on the part of such director or officer, the Comp- 
troller of the Currency may certify the facts to the Board of Governors of the 
Federal Reserve System. 


[Grounds for Removal—Misconduct of Director or Officer of Insured State Bank 
With Respect to Another Institution—or Misconduct of Person 
Participating in Affairs of Bank—Notice] 


(3) Whenever, in the opinion of the appropriate Federal banking agency, any 
director or officer of an insured State bank (other than a District bank), by con- 
duct or practice with respect to another insured bank or other business institution 
which resulted in substantial financial less or other damage, has evidenced his per- 
sonal dishonesty and unfitness to continue as a director or officer and, whenever, 
in the opinion of the appropriate Federal banking agency, any other person par- 
ticipating in the conduct of the affairs of an insured State bank (other than a Dis- 
trict bank), by conduct or practice with respect to such bank or other insured bank 
or other business institution which resulted in substantial financial loss or other 
damage, has evidenced his personal dishonesty and unfitness to participate in the 
conduct of the affairs of such insured bank, the agency may serve upon such direc- 
tor, officer, or other person a written notice of its intention to remove him from 
office and/or to prohibit his further participation in any manner in the conduct of 
the affairs of the bank. 


[Grounds for Removal—Misconduct of Director or Officer of National Bank or 
District Bank With Respect to Another Bank—Comptroller to Certify Facts to Fed] 


(4) Whenever, in the opinion of the Comptroller of the Currency, any director 
or officer of a national banking association or a District bank, by conduct or prac- 
tice with respect to another insured bank or other business institution which re- 
sulted in substantial financial loss or other damage, has evidenced his personal dis- 
honesty and unfitness to continue as a director or officer and, whenever, in the 
opinion of the Comptroller, any other person participating in the conduct of the 
affairs of a national banking association or a District bank, by conduct or prac- 
tice with respect to such bank or other insured bank or other business institution 
which resulted in subsantial financial loss or other damage, has evidenced his 
personal dishonesty and unfitness to participate in the conduct of the affairs of 
such bank, the Comptroller of the Currency may certify the facts to the Board of 
Governors of the Federal Reserve System. 
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[Suspension of Director or Officer of Insured State Bank] 


(5) In respect to any director or officer of an insured State bank (other than 
a District bank) or any other person referred to in paragraph (1) or (3) of this 
subsection, the appropriate Federal banking agency may, if it deems it necessary 
for the protection of the bank or the interests of its depositors, by written notice 
to such effect served upon such director, officer, or other person, suspend him 
from office and/or prohibit him from further participation in any manner in the 
conduct of the affairs of the bank. Such suspension and/or prohibition shall become 
effective upon service of such notice and, unless stayed by a court in proceedings 
authorized by subsection (f) of this section, shall remain in effect pending the 
completion of the administrative proceedings pursuant to the notice served under 
paragraph (1) or (3) of this subsection and until such time as the agency shall dis- 
miss the charges specified in such notice, or, if an order of removal and/or pro- 
hibition is issued against the director or officer or other person, until the effective 
date of any such order. Copies of any such notice shall also be served upon the 
bank of which he is a director or officer or in the conduct of whose affairs he has 
participated. 


[Suspension of Director or Officer of National or District Bank] 


(6) In respect to any director or officer of a national banking association or 
a District bank, or any other person referred to in paragraph (2) or (4) of this 
subsection, the Comptroller of the Currency may, if he deems it necessary for the 
protection of the bank or the interests of its depositors that such director or officer 
be suspended from office or prohibited from further participation in any manner 
in the conduct of the affairs of the bank, certify the facts to the Board of Governors 
of the Federal Reserve System. 


[Procedure on Certification Under Paragraphs (2), (4), and (6)] 


(7) In the case of a certification to the Board of Governors of the Federal 
Reserve System under paragraph (2) or (4) of this subsection, the Board may 
serve upon the director, officer, or other person involved, a written notice of its 
intention to remove him from office and/or to prohibit him from further participa- 
tion in any manner in the conduct of the affairs of the bank. In the case of a cer- 
tification to the Board of Governors of the Federal Reserve System under para- 
graph (6) of this subsection, the Board may by written notice to such effect served 
upon such director, officer, or other person, suspend him from office and/or pro- 
hibit him from further participation in any manner in the conduct of the affairs of 
the bank. Such suspension and/or prohibition shall become effective upon service 
of such notice and, unless stayed by a court in proceedings authorized by sub- 
section (f) of this section, shall remain in effect pending the completion of the 
administrative proceedings pursuant to the notice served under the first sentence 
of this paragraph and until such time as the Board shall dismiss the charges speci- 
fied in such notice, or, if an order of removal and/or prohibition is issued against 
the director or officer or other person, until the effective date of any such order. 
Copies of any such notice shall also be served upon the bank of which he is a 
director or officer or in the conduct of whose affairs he has participated. For the 
purposes of this paragraph and paragraph (8) of this subsection, the Comp- 
troller of the Currency shall be entitled in any case involving a national bank or 
a District bank to sit as a member of the Board of Governors of the Federal 
Reserve System and to participate in its deliberations on any such case and to 
vote thereon in all respects as a member of such Board. 
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[Contents of Notice of Intention to Remove Officer or Director] 


(8) A notice of intention to remove a director, officer, or other person from 
office and/or to prohibit his participation in the conduct of the affairs of an insured 
bank, shall contain a statement of the facts constituting grounds therefor, and shall 
fix a time and place at which a hearing will be held thereon. Such hearing shall 
be fixed for a date not earlier than thirty days nor later than sixty days after the 
date of service of such notice, unless an earlier or a later date is set by the agency 
at the request of (A) such director or officer or other person, and for good cause 
shown, or (B) the Attorney General of the United States. Unless such director, 
officer, or other person shall appear at the hearing in person or by a duly authorized 
representative, he shall be deemed to have consented to the issuance of an order 
of such removal and/or prohibition. In the event of such consent, or if upon the 
record made at any such hearing the agency shall find that any of the grounds 
specified in such notice has been established, the agency may issue such orders of 
suspension or removal from office, and/or prohibition from participation in the 
conduct of the affairs of the bank, as it may deem appropriate. Any such order 
shall become effective at the expiration of thirty days after service upon such bank 
and the director, officer, or other person concerned (except in the case of an order 
issued upon consent, which shall become effective at the time specified therein). 
Such order shall remain effective and enforceable except to such extent as it is 
stayed, modified, terminated, or set aside by action of the agency or a reviewing 
court. 


Same; stay of suspension and/or prohibition 


(f) Within ten days after any director, officer, or other person has been sus- 
pended from office and/or prohibited from participation in the conduct of the 
affairs of an insured bank under subsection (e)(5) or (e)(7) of this section, such 
director, officer, or other person may apply to the United States district court for 
the judicial district in which the home office of the bank is located, or the United 
States District Court for the District of Columbia, for a stay of such suspension 
and/or prohibition pending the completion of the administrative proceedings pur- 
suant to the notice served upon such director, officer, or other person under sub- 
section (e)(1), (e)(3), or (e)(7) of this section, and such court shall have juris- 
diction to stay such suspension and/or prohibition. 


Suspension or removal of director or officer charged with felony 


(g)(1) Whenever any director or officer of an insured bank, or other person 
participating in the conduct of the affairs of such bank, is charged in any informa- 
tion, indictment, or complaint authorized by a United States attorney, with the 
commission of or participation in a felony involving dishonesty or breach of trust, 
the appropriate Federal banking agency may, by written notice served upon such 
director, officer, or other person suspend him from office and/or prohibit him 
from further participation in any manner in the conduct of the affairs of the bank. 
A copy of such notice shall also be served upon the bank. Such suspension and/or 
prohibition shall remain in effect until such information, indictment, or complaint 
is finally disposed of or until terminated by the agency. 
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[Removal Upon Final Conviction] 


In the event that a judgment of conviction with respect to such offense is entered 
against such director, officer, or other person, and at such time as such judgment 
is not subject to further appellate review, the agency may issue and serve upon such 
director, officer, or other person an order removing him from office and/or prohib- 
iting him from further participation in any manner in the conduct of the affairs of 
the bank except with the consent of the appropriate agency. A copy of such order 
shall also be served upon such bank, whereupon such director or officer shall cease 
to be a director or officer of such bank. A finding of not guilty or other disposition 
of the charge shall not preclude the agency from thereafter instituting proceedings 
to remove such director, officer, or other person from office and/or to prohibit fur- 
ther participation in bank affairs, pursuant to paragraph (1), (2), (3), (4), or 
(7) of subsection (e) of this section. 


[National Banks—Provisions for Lack of Quorum on 
Account of Suspension of Directors] 


(2) If at any time, because of the suspension of one or more directors pursuant 
to this section, there shall be on the board of directors of a national bank less than 
a quorum of directors not so suspended, all powers and functions vested in or exer- 
cisable by such board shall vest in and be exercisable by the director or directors 
on the board not so suspended, until such time as there shall be a quorum of the 
board of directors. 


[National Banks—Provisions Where All Directors Suspended] 


In the event all of the directors of a national bank are suspended pursuant to 
this section, the Comptroller of the Currency shall appoint persons to serve tempo- 
rarily as directors in their place and stead pending the termination of such suspen- 
sions, or until such time as those who have been suspended, cease to be directors 
of the bank and their respective successors take office. 


Hearings and judicial review 


[Place of Hearing] 


(h)(1) Any hearing provided for in this section shall be held in the Federal 
judicial district or in the territory in which the home office of the bank is located 
unless the party afforded the hearing consents to another ple.e, and shall be con- 
ducted in accordance with the provisions of chapter 5 of Title 5. 


[Hearing to Be Private Unless Public Hearing Is Determined to Be Essential] 


Such hearing shall be private, unless the appropriate Federal banking agency, in 
its discretion, after fully considering the views of the party afforded the hearing, 
determines that a public hearing is necessary to protect the public interest. 


[Rendition of Final Decision] 


After such hearing, and within ninety days after the appropriate Federal banking 
agency or Board of Governors of the Federal Reserve System has notified the par- 
ties that the case has been submitted to it for final decision, it shall render its 
decision (which shall include findings of fact upon which its decision is predicated) 
and shall issue and serve upon each party to the proceeding an order or orders 
consistent with the provisions of this section. 
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[Judicial Review] 


Judicial review of any such order shall be exclusively as provided in this subsec- 
tion (h). 


[Power of Agency to Modify, Terminate, or Set Aside Order] 


Unless a petition for review is timely filed in a court of appeals of the United 
States, as hereinafter provided in paragraph (2) of this subsection, and thereafter 
until the record in the proceeding has been filed as provided, the issuing agency 
may at any time, upon such notice and in such manner as it shall deem proper, 
modify, terminate, or set aside any such order. Upon such filing of the record, the 
agency may modify, terminate, or set aside any such order with permission of the 
court 


[Procedure to Obtain Judicial Review] 


(2) Any party to the proceeding, or any person required by an order issued 
under this section to cease and desist from any of the violations or practices stated 
therein, may obtain a review of any order served pursuant to paragraph (1) of this 
subsection (other than an order issued with the consent of the bank or the director 
or officer or other person concerned, or an order issued under paragraph (1) of 
subsection (g) of this section) by the filing in the court of appeals of the United 
States for the circuit in which the home office of the bank is located, or in the 
United States Court of Appeals for the District of Columbia Circuit, within thirty 
days after the date of service of such order, a written petition praying that the order 
of the agency be modified, terminated, or set aside. A copy of such petition shall 
be forthwith transmitted by the clerk of the court to the agency, and thereupon the 
agency shall file in the court the record in the proceeding, as provided in Section 
2112 of Title 28. Upon the filing of such petition, such court shall have jurisdiction, 
which upon the filing of the record shall except as provided in the last sentence of 
said paragraph (1) be exclusive, to affirm, modify, terminate, or set aside, in whole 
or in part, the order of the agency. Review of such proceedings shall be had as 
provided in chapter 7 of Title 5. The judgment and decree of the court shall be 
final, except that the same shall be subject to review by the Supreme Court upon 
certiorari, as provided in section 1254 of Title 28. 


[No Stay of Order Unless Specifically Ordered by Court] 


(3) The commencement of proceedings for judicial review under paragraph (2) 
of this subsection shall not, unless specifically ordered by the court, operate as a 
stay of any order issued by the agency. 


Jurisdiction and enforcement 


(i) The appropriate Federal banking agency may in its discretion apply to the 
United States district court, or the United States court of any territory, within the 
jurisdiction of which the home office of the bank is located, for the enforcement of 
any effective and outstanding notice or order issued under this section, and such 
courts shall have jurisdiction and power to order and require compliance here- 
with; but except as otherwise provided in this section no court shall have jurisdic- 
tion to affect by injunction or otherwise the issuance or enforcement of any notice 
or order under this section, or to review, modify, suspend, terminate, or set aside 
any such notice or order. 
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Penalties 


(j) Any director or officer, or former director or officer of an insured bank, or 
any other person, against whom there is outstanding and effective any notice or 
order (which is an order which has become final) served upon such director, officer, 
or other person under subsections (e)(5), (e)(7), (e) (8), or (g) of this section, 
and who (i) participates in any manner in the conduct of the affairs of the bank 
involved, or directly or indirectly solicits or procures, or transfers or attempts to 
transfer, or votes or attempts to vote, any proxies, consents, or authorizations in 
respect of any voting rights in such bank, or (ii) without the prior written approval 
of the appropriate Federal banking agency, votes for a director, serves or acts as 
a director, officer, or employee of any bank, shall upon conviction be fined not 
more than $5,000 or imprisoned for not more than one year, or both. 


Definitions 


(k) As used in this section (1) the terms “cease-and-desist order which has 
become final” and “order which has become final” mean a cease-and-desist order, 
or an order, issued by the appropriate Federal banking agency with the consent of 
the bank or the director or officer or other person concerned, or with respect to 
which no petition for review of the action of the agency has been filed and per- 
fected in a court of appeals as specified in paragraph (2) of subsection (h), or 
with respect to which the action of the court in which said petition is so filed is not 
subject to further review by the Supreme Court of the United States in proceedings 
provided for in said paragraph, or an order issued under paragraph (1) of subsec- 
tion (g) of this section, and (2) the term “violation” includes without limitation 


any action (alone or with another or others) for or toward causing, bringing about, 
participating in, counseling, or aiding or abetting a violation. 


Notice of service 


(1) Any service required or authorized to be made by the appropriate Federal 
banking agency under this section may be made by registered mail, or in such other 
manner reasonably calculated to give actual notice as the agency may by regula- 
tion or otherwise provide. Copies of any notice or order served by the agency upon 
any State bank or any director or officer thereof or other person participating in 
the conduct of its affairs, pursuant to the provisions of this section, shall also be 
sent to the appropriate State supervisory authority. 


Notice to State authorities 


(m) In connection with any proceeding under subsection (b), (c)(1), or (e) 
of this section involving an insured State bank or any director or officer or other 
person participating in the conduct of its affairs, the appropriate Federal banking 
agency shall provide the appropriate State supervisory authority with notice of the 
agency’s intent to institute such a proceeding and the grounds therefor. Unless 
within such time as the Federal banking agency deems appropriate in the light of 
the circumstances of the case (which time must be specified in the notice pre- 
scribed in the preceding sentence) satisfactory corrective action is effectuated by 
action of the State supervisory authority, the agency may proceed as provided in 
this section. No bank or other party who is the subject of any notice or order issued 
by the agency under this section shall have standing to raise the requirements of this 
subsection as ground for attacking the validity of any such notice or order. 
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Ancillary provisions; subpena power, etc. 


(n) In the course of or in connection with any proceeding under this section, 
the agency conducting the proceeding, or any member or designated representa- 
tive thereof, including any person designated to conduct any hearing under this 
section, shall have the power to administer oaths and affirmations, to take or cause 
to be taken depositions, and to issue, revoke, quash, or modify subpenas and sub- 
penas duces tecum; and such agency is empowered to make rules and regulations 
with respect to any such proceedings. The attendance of witnesses and the produc- 
tion of documents provided for in this subsection may be required from any place 
in any State or in any territory or other place subject to the jurisdiction of the 
United States at any designated place where such proceeding is being conducted. 
Any party to proceedings under this section may apply to the United States Dis- 
trict Court for the District of Columbia, or the United States district court for the 
judicial district or the United States court in any territory in which such proceeding 
is being conducted, or where the witness resides or carries on business, for enforce- 
ment of any subpena or subpena duces tecum issued pursuant to this subsection, 
and such courts shall have jurisdiction and power to order and require compliance 
therewith. Witnesses subpenaed under this section shall be paid the same fees and 
mileage that are paid witnesses in the district courts of the United States. Any 
court having jurisdiction of any proceeding instituted under this section by an 
insured bank or a director or officer thereof, may allow to any such party such rea- 
sonable expenses and attorneys’ fees as it deems just and proper; and such expenses 
and fees shall be paid by the bank or from its assets. 


Termination of membership of State bank in Federal Reserve System 


(o) Whenever the insured status of a State member bank shall be terminated 
by action of the Board of Directors, the Board of Governors of the Federal Reserve 
System shall terminate its membership in the Federal Reserve System in accord- 
ance with the provisions of sections 321-329 and 330-338 of this title, and when- 
ever the insured status of a national member bank shall be so terminated the Comp- 
troller of the Currency shall appoint a receiver for the bank, which shall be the 
Corporation. Except as provided in subsection (b) of section 1814 of this title, 
whenever a member bank shall cease to be a member of the Federal Reserve Sys- 
tem, its status as an insured bank shall, without notice or other action by the board 
of directors, terminate on the date the bank shall cease to be a member of the Fed- 
eral Reserve System, with like effect as if its insured status had been terminated on 
said date by the board of directors after proceedings under subsection (a) of this 
section. 


Banks not receiving deposits 


(p) Notwithstanding any other provision of law, whenever the Board of Di- 
rectors shall determine that an insured banking institution is not engaged in the 
business of receiving deposits, other than trust funds as herein defined, the Corpo- 
ration shall notify the banking institution that its insured status will terminate at 
the expiration of the first full semiannual assessment period following such 
notice. A finding by the Board of Directors that a banking institution is not 
engaged in the business of receiving deposits, other than such trust funds, shall be 
conclusive. The Board of Directors shall prescribe the notice to be given by the 
banking institution of such termination and the Corporation may publish notice 
thereof. Upon the termination of the insured status of any such banking institution, 
its deposits shall thereupon cease to be insured and the banking institution shall 
thereafter be relieved of all future obligations to the Corporation, including the obli- 
gation to pay future assessments. 
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Assumption of liabilities 


(q) Whenever the liabilities of an insured bank for deposits shall have been 
assumed by another insured bank or banks, the insured status of the bank whose 
liabilities are so assumed shall terminate on the date of receipt by the Corporation 
of satisfactory evidence of such assumption with like effect as if its insured status 
had been terminated on said date by the Board of Directors after proceedings under 
subsection (a) of this section: Provided, That if the bank whose liabilities are so 
assumed gives to its depositors notice of such assumption within thirty days after 
such assumption takes effect, by publication or by any reasonable means, in accord- 
ance with regulations to be prescribed by the Board of Directors, the insurance of 
its deposits shall terminate at the end of six months from the date such assumption 
takes effect. Such bank shall be subject to the duties and obligations of an insured 
bank for the period its deposits are insured: Provided, That if the deposits are 
assumed by a newly insured bank, the bank whose deposits are assumed shall not 
be required to pay any assessment upon the deposits which have been so assumed 
after the semiannual period in which the assumption takes effect. 


Sept. 21, 1950, c. 967, § 2[8], 64 Stat. 879; Oct. 16, 1966, Pub. L. 89-695, 
Title II, §§ 202, 204, 80 Stat. 1046, 1054; Oct. 28, 1974, Pub. L. 93-495, Title I, 
§ 110, 88 Stat. 1506. 


EDITORIAL COMMENTARY 


€ 8.2. Summary of provisions 


This section must be read with the regulations made thereunder by the Comptroller 
of the Currency, the Board of Governors of the Reserve Bank, and the Board of 
Directors of the FDIC on matters within their respective competence. The several 
regulations are as follows: 12 C.F.R. Part 19 [€ 71] promulgated by the Comp- 
troller of the Currency, 12 C.F.R. Part 263 [{ 72] by the Board of Governors of 
the Reserve Bank, and 12 C.F.R. Parts 307 [{ 57] and 308 [{ 58] by the Board 
of Directors of the FDIC. 


The section and the regulations regulate the following matters: 


(1) Voluntary termination by a nonmember bank of its insured status. 

(2) Measures short of compulsory termination of insured status which comprise 
(a) consultation, (b) cease and desist orders which may be permanent or tem- 
porary, (c) suspension or removal of directors or officers. 

(3) Compulsory termination of the insured status of any bank by the Board of 
Directors of the FDIC. 

(4) The administrative procedures required to be adopted in respect of the above 
matters, 

(5) Judicial review. 

(6) Miscellaneous and supplementary provisions relating to the above matters. 


> 
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€ 8.3. Voluntary termination by a nonmember bank of its in- 
sured status 


Voluntary termination of the insured status is permissible only to a national non- 
member bank and a state nonmember bank. National and state member banks are 
compelled to be insured. 

It is apparent that the regulations framed by the FDIC (12 C.F.R. Part 307) 
[* 57] are primarily intended to apply to nonmember banks in liquidation: On a 
close reading of the these regulations, they will be found to apply equally to cases 
where the bank does not go into liquidation except that the provisions relevant to 
liquidation proceedings will be inapplicable. 


The following are the main steps to be taken to terminate insured status: 


(1) A resolution must be adopted substantially in the form shown in 12 C.F.R. 
§ 307.1 [€ 57.1]. The minimum notice to be given is ainety days, but the 
bank may fix a longer period but not shorter. 

(2) A certified copy of the resolution must be sent to the FDIC who will advise 
the bank of the receipt and confirm the date of the termination of the insured 
status. 

(3) Before the termination date a notice must be given by the bank to all its 
depositors in the form given in 12 C.F.R. § 307.1. A notice in the same form 
must also be published in not less than two issues of a local newspaper of 
general circulation. The bank is required to furnish the corporation with an 
affidavit of mailing of the notices, and an affidavit of the publication of the 
notice in newspapers. 


When the insured status is terminated, voluntarily or otherwise, deposits at the time 
of termination continue to remain insured for a period of two years, due allowance 
being made for any withdrawals during that period. No additions to existing deposits 
nor new deposits will be insured. In respect of the deposits which do remain insured 
the bank is liable to pay the appropriate assessments to the FDIC. The bank con- 
tinues during the period of two years after termination to be subject to FDI Act as 
an insured bank. The bank may not advertise its insured status unless at the same time 
it clearly states that it is not insured in the respect of any new deposits or additions 
to the existing deposits. 

When a bank goes into liquidation, it must adopt the measures above stated in 
addition to complying with the other provisions of the regulations in 12 C.F.R. 
Part 307 [{ 57]. 


{ 84. Measures short of compulsory termination 


The general supervisory authority vested in the appropriate federal agencies rein- 
forced by the ultimate sanctions which can be imposed by these agencies enable 
these agencies frequently to obtain a correction of faulty procedures and practices 
without resort to the sanctions. When therefore a bank violates or threatens to violate 
any law, regulation, order or supervisory agreement, or engages in an unsafe or 
unsound banking practice, the appropriate federal agency attempts to have the mat- 
ters rectified by consultation with the bank management. If these efforts fail, it is 
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then that the agency has recourse to the statutory procedures such as cease and desist 
proceedings, suspension and removal of directors, officers and other persons, and 
ultimately to the termination of deposit insurance proceedings. 


{ 8.5. Cease and desist proceedings 


Cease and desist proceedings may be initiated on the grounds hereinafter men- 
tioned by the Comptroller of the Currency in the case of a national or district bank, 
by the Board of Governors of the Federal Reserve System in the case of a state 
member bank and by the Board of Directors of the Corporation in the case of a state 
nonmember bank. The Corporation also has jurisdiction of a bank retaining insured 
deposits which is no longer an insured bank following the termination of its insured 
status. 

The appropriate federal agency may adopt cease and desist proceedings in respect 
of a bank under its jurisdiction: 

(1) If in its opinion the bank— 

(a) Is or has engaged in an unsafe or unsound practice in conducting the busi- 
ness of such bank; 

(b) Is violating or has violated a law, rule, or regulation or any condition im- 
posed in writing by the agency in connection with any application or re- 
quest by the bank, or any written agreement entered into with the agency; 
or 

(2) If the agency has reasonable cause to believe that the bank is about to engage 

in the practices aforesaid or is about to violate a law, rule, or regulation, con- 

dition, or agreement aforesaid. 

Proceedings are initiated by serving upon the bank involved a notice of charges 
that specifies the alleged unsafe or unsound practices engaged in or the alleged 
violations and fixes a time for an administrative hearing at which the bank may 
respond to the charges. 

The hearing must be fixed on a date not earlier than thirty days, nor later than 
sixty days after service of the notice, unless an earlier or later date is set by the agency 
at the request of the bank. 

If the bank does not appear at the hearing by a duly authorized representative, it 
will be deemed to have consented to the issuance of a cease and desist order. 

The cease and desist order may contain provisions which are mandatory or other- 
wise; such order may require the bank, its directors, officers, employees, and agents 
not only to cease and desist from the unsafe or unsound practices or violations 
specified but also further require the bank to take affirmative action to correct the 
condition which resulted therefrom. 

A cease and desist order becomes effective at the expiration of thirty days after 
the service of the order upon the bank. Where, however, a cease and desist order 
is issued upon consent, the effective date is the date specified in the consent order. 
The order remains effective and enforceable as provided by the terms of the order 
except to the extent that it is stayed, modified, terminated, or set aside by action of 
the agency or by a reviewing court. 

The appropriate federal agency may obtain enforcement of the order by applying 
to the United States district court or the United States court in any territory within 
the jurisdiction of which the home office of the bank is located. 
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The rules of procedures applicable to a proceeding for cease and desist orders 
conducted by the Board of Directors of the Corporation are given in 12 C.F.R. 
Part 308 [{ 58]. 

The Comptroller of Currency conducts the required hearings in accordance with 
the rules and procedures given in 12 C.F.R. Part 19 [€ 71]. 

The rules of procedure followed by the Board of Governors of the Federal Reserve 
System in relation to cease and desist order proceedings appear in 12 C.F.R. Part 
263 [4 72]. 


€ 8.6. Temporary cease and desist orders 


Occasions may well arise when it is essential for the appropriate federal agency 
to issue a cease and desist order having an immediate effect, pending the completion 
of principal proceedings. A provision has therefore been made for the issue of what 
are called temporary cease and desist orders. As a first step, it is, of course, essen- 
tial to specify the charges on which the agency intends to proceed and to give notice 
thereof to the bank; that is to say, the usual steps must be adopted for the com- 
mencement of cease and desist proceedings. If the agency determines that the viola- 
tion or threatened violation or unsafe or unsound practices specified in this notice 
is likely (1) to cause insolvency, or (2) to cause substantial dissipation of assets or 
earnings of the bank, or (3) to seriously prejudice the interests of the depositors, the 
agency may issue a temporary order, requiring the bank to cease and desist from the 
violation or practices specified. This order becomes effective immediately upon ser- 
vice upon the bank, and unless it has been set aside or limited or suspended by a 
court having jurisdiction, it remains effective and enforceable pending the completion 
of the proceedings, that is to say, until either the agency dismisses the charges or 
issues a final cease and desist order, and, in that event, until the effective date of 
such order. 

The bank does, however, have a remedy, if it considers that the temporary cease 
and desist order ought not to have been issued. The bank may within ten days of 
the service of this order apply to the United States district court for the district in 
which the home office of the bank is situated, or the United States district court for 
the District of Columbia, for an injunction setting aside, limiting or suspending the 
enforcement, operation, or effectiveness of the order. 

The appropriate federal agency may obtain an enforcement of the temporary cease 
and desist order by applying to the United States district court or the United States 
court for any territory within whose jurisdiction the home office of the bank is located, 
if there is a violation or threatened violation of or failure to obey a temporary cease 
and desist order. The court is mandated to issue an injunction if there has been a 
violation or threatened violation or failure to obey. 


€ 8.7. Suspension and removal of directors and officers 


The proceedings for the suspension or removal of directors or officers or other 
persons participating in the conduct or the affairs of any bank may be initiated in 
the following three principal cases: 
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(1) Whenever, in the opinion of the appropriate federal agency, any director or 

officer— 

(a) Has committed any violation of law, rule, or regulation, or of a cease and 
desist order which has become final, or 

(b) Has engaged or participated in any unsafe or unsound practice in connec- 
tion with the bank, or 

(c) Has committed or engaged in an act, omission, or practice which consti- 
tutes a breach of his fiduciary duty as a director or officer; 

and the agency determines (a) that the bank has suffered or will probably suffer 

substantial financial loss or other damage, or that the interests of the depositors 

could be seriously prejudiced by any violation, practice of breach of fiduciary 

duty, and (b) that the violation or practice of breach of duty is one involving 

personal dishonesty on the part of such director or officer. 

Whenever in the opinion of the appropriate agency any director or officer of 

a bank or any other person participating in the affairs of the bank has, by his 

conduct or practice with respect to any insured bank or other business institu- 

tion which resulted in substantial financial loss or damage, evidenced his 

personal dishonesty and unfitness to continue as a director or officer, or to 

participate in the conduct of the affairs of such bank. 

Whenever any director or officer or other person participating in the conduct 

of the affairs of the bank is charged in any information, indictment or com- 

plaint authorized by a U.S. attorney with the commission or participation in 

a felony involving dishonesty or breach of trust. 

There is a difference as to the jurisdiction of the appropriate federal banking 
agencies in regard to taking action. In all three cases, the Governors of the Federal 
Reserve Board and the FDIC have the authority to commence and complete action 
concerning banks within their respective jurisdiction. In respect of a national bank 
or a district bank, the appropriate federal agency, namely the Comptroller of the 
Currency, has full jurisdiction in the third principal case only, that is to say, in the 
case of suspension or removal of an officer charged with felony. In the other two 
cases, the only jurisdiction the Comptroller has is to initiate proceedings by certify- 
ing the facts to the Board of Governors of the Federal Reserve System, which agency 
then pursues further action. 

The reason for this apparent anomaly is that Congress did not wish to invest a 
single individual with the power to remove bank officials. To this end, the original 
bill was amended. The Senate Committee on Banking and Currency reported to the 
full Senate that: 


The duty and responsibility of suspending or removing bank officials is a quasi- 
judicial function of the highest delicacy, requiring the most careful balancing of the 
interests of the institutions and officials involved, on the one hand, and the interest 
of the depositors, savers, borrowers, and the Government and the public generally 
on the other hand. To permit suspensions and removals without thorough con- 
sideration would be unfair to the institutions and officers involved. Any procedure 
which would permit this would have a harmful effect on the banking system itself 
and on depositors, borrowers and the public. (S. Rep. No. 1432, 89th Cong., 2d 
Sess. 3 (1966), U.S.C. Cong. § Admin. News 3540 (1966).) 
In the first two principal cases, assuming that, where appropriate, the Comp- 
troller has certified the facts to the Reserve Board, the further procedure is as 
follows: 
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In respect of a state nonmember bank, the FDIC, and in the case of any other 
insured bank, the Board of Governors of the Reserve Board will serve upon the 
director, officer or other person a written notice of the intention to remove him 
from office and/or to prohibit his further participation in the conduct of the 
affairs of the bank. The notice must contain a statement of facts constituting the 
grounds and must fix a time and place where a hearing will be held. 


The hearing must be fixed for a date not earlier than thirty days and not later than 
sixty days after the date of service. But an earlier or later date may be set by the 
agency: 


(1) If the director, officer, or other person concerned requests and shows good 
cause; or 
(2) If the Attorney General of the United States makes a request. 


If the director, officer or other person concerned does not appear, he will be deemed 
to have consented to the action of removal, etc. 

If he contests, a hearing is held. See 12 C.F.R. Parts 263 [€ 72] and 308 [€ 58]. 

The director, officer, or other person concerned may appear by a duly authorized 
representative. 

In a case involving a national bank or a district bank, the Comptroller of the 
Currency is entitled to sit as a member of the Board of Governors of the Federal 
Reserve System and to participate in its deliberations and to vote thereon in all 
respects as a member of the Board. 

If at the hearing the facts are established or if the person concerned by reason of 
nonappearance is deemed to have consented to the making of an order, a formal 
order is issued, suspending or removing the director or officer concerned from office, 
or prohibiting the person concerned from participating in the affairs of the bank. 

Such order becomes effective thirty days after service upon the bank and the 
person concerned. However, an order issued with consent becomes effective on the 
date specified therein. 

The order remains effective and enforceable except to the extent that it is stayed, 
modified, or terminated or set aside by the agency or the court. 


€ 8.8. Suspension or removal for felony 


In the third principal case, that is, in a case where a director, officer, or other 
person participating in the affairs of a company is charged with a felony, the appro- 
priate federal agency (including the Comptroller of the Currency) has the power to 
serve upon the person involved a notice suspending him from office or prohibiting 
him from further participation. The notice is also to be served upon the bank. 

This notice remains in force until the information, indictment, or complaint is 
finally disposed of or until such notice is terminated by the agency. 

Where the information, indictment, or complaint results in a conviction of the 
director, officer or other person, and the time for appeal has expired, the agency 
may serve an order removing the director, officer or other person from office. This 
notice is also to be served upon the bank. Thereupon the officer or director will 
cease to hold office. 
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A finding of “not guilty” will no doubt prevent further action for removal under 
subsection (g) but does not foreclose action for removal under the principal cases 
(1) and (2) above mentioned. 

Subsection (g) which provides for suspension or removal action in cases of felony, 
contemplates a proceeding where a person who is presently a director, officer, or 
other participating person is presently involved with criminal proceedings. This 
section does not appear to have application to a previous conviction. The U.S. Court 
of Appeals for the Fifth Circuit has also so ruled. (See below under “Court Deci- 
sions.”) It thus appears that any purported action under subsection (g) in respect 
to a past conviction would be without jurisdiction. 


€{ 8.9. Ad interim suspension order 


In the principal cases (1) and (2) of € 8.7, the appropriate agency may consider 
it necessary for the protection of the bank or the interests of its depositors to take 
immediate action for suspension. In this event, the appropriate agency other than 
the Comptroller of the Currency may by written notice suspend the director or 
officer or prohibit any other person concerned from further participation in the 
affairs of the bank. Such notice of suspension or prohobition takes effect immedi- 
ately upon service of such notice and, unless it is stayed by a court of competent 
jurisdiction, remains in effect pending the completion of the administrative pro- 
ceedings and until: 


(1) The dismissal of the charges; or 
(2) If an order of removal and/or prohibition is issued until the effective date 
of that order. 


In the case of a national bank or a district bank, if the Comptroller of the Currency 
considers similar action to be necessary, he certifies the facts to the Reserve Board 
which can proceed to take the necessary action. Such action is subject to the same 
rules as if the action were initiated by the Reserve Board. 

The Comptroller of the Currency is entitled in any case involving a national bank 
or a district bank to sit as a member of the Board of Governors of the Federal 
Reserve System. 

When such a suspension/ prohibition order is issued, the director, officer, or other 
person concerned may apply to the U.S. district court for the district in which the 
home office of the bank is situated, or the U.S. District Court for the District of 
Columbia for a stay of such order pending the completion of the administrative 
proceedings. 


€ 8.10. Termination of insured status 


As pointed out earlier, the FDIC has the authority to terminate the deposit insur- 
ance of any bank in the following cases: 


(1) Where the bank or its director or trustees have engaged or are engaging in 
unsafe or unsound practices in conducting the business of such bank; or 

(2) Where the bank is in an unsafe or unsound condition to continue operations 
as an insured bank; or 
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(3) Where the bank or its director or trustees have violated (a) any applicable 
law, rule, regulation, or order, or (b) any condition imposed in writing by 
the FDIC in connection with granting of any application or other request by 
the bank; or (c) any written agreement entered into with the FDIC. 


The procedure laid down by the Act requires the FDIC to incorporate the par- 
ticulars of the default alleged in a statement which is served on the appropriate 
federal supervisory agency as well as on the bank concerned with a view to obtaining 
a correction. Such correction must be effected within 120 days. The time limit may 
be reduced to not less than twenty days in the following cases: 


(1) Where the Board of Directors of FDIC determines that the insurance risk is 
unduly jeopardized; 

(2) Where a lower time limit is fixed by the Comptroller of the Currency in the 
case of a national bank, or the Board of Governors of the Federal Reserve 
System in the case of a state member bank. 


If within the above period the correction is not effected, the Board of Directors of 
the FDIC may proceed further with a view toward terminating the insured status 
by giving written notice of not less than thirty days of its intention to terminate the 
insured status and fixing a time and place for hearing before the Board or any per- 
son designated by it to conduct a hearing. 

The procedure for the hearing is laid down in subsection (h) of this section read 
with 12 C.F.R. Part 308 [€ 58]. 

The Board is required to make written findings which the law states “shall be 
conclusive.” 

If the Board finds the default established and finds that it has not been corrected 
within the prescribed period of time, the Board may order the insured status of the 
bank concerned to be terminated. 

The consequences of compulsory termination are: 


(1) In the case of a national bank, the Comptroller of the Currency must appoint 
FDIC as receiver of the bank; 

(2) In the case of a state member bank, there is cessor of membership in the 
Reserve System with all the other consequences thereby entailed; and 

(3) In the case of a state nonmember bank, the insured status ceases. 


On termination of insured status, the FDIC may publish a notice to that effect. 
The bank is required to notify its depositors, as may be directed by the Board of 
Directors of the FDIC. 


€ 8.11. Hearings 


The regulations applicable and the procedures to be adopted have already been 
stated in the discussion relating to the different proceedings. 
Some of the main statutory requirements of this section are: 


(1) A hearing under this section must be held in the federal judicial district or 
in the territory in which the home office of the bank is located unless the 
party who is given the hearing consents to another place, 
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(2) Such a hearing is normally private unless the federal agency, after considering 
the views of the party concerned, decides that a public hearing is necessary 


to protect public interest, 


(3) The hearing must be in accordance with the provisions of 5 U.S.C. Chapter 5. 
It will be found that the regulations framed implement these provisions, 

(4) The federal agency making an order may modify, terminate, or set aside such 
order upon notice and in such manner as it shall deem fit, provided that a 
petition for review to the appropriate court has not been presented. If such 
a petition is presented, the agency may still exercise this power until the record 
of the proceedings is filed in court. Once the record is filed in court, the agency 
may exercise this power only with the permission of the Court. 


The applicable regulations are 12 C.F.R. Parts 19, 263, and 308 [{{4 71, 72, 


and 58]. 


| 8.12. Judicial review 


Judicial review lies in the following cases (other than in cases of consent orders): 


(1) Cease and desist orders; 


(2) Removal of an officer or director or prohibition of a person’s participation in 
the conduct of the affairs of a bank (other than an officer charged with felony); 


(3) Termination of insured status. 


The review lies to the United States Court of Appeals for the circuit in which the 
home office of the bank is located or in the U.S. Court of Appeals for the District 


of Columbia. 


COURT DECISIONS 


€ 8.26. Past conviction for false 
statements to Small Business Admin- 
istration.—One Clinton Manges was 
convicted in October 1965 upon a plea 
of guilty to the charge of making false 
statements to the Small Business Ad- 
ministration in violation of 15 U.S.C. 
§ 645 and sentenced to pay a fine of 
$2,500, which he paid three days later. 

In December 1970, Manges began 
purchasing shares of the common 
stock of the Groos National Bank of 
San Antonio, Texas, and had, by Feb- 
ruary 1971, acquired controlling inter- 
est. He reported his acquisition of 
shares to the Comptroller of the Cur- 
rency soon after, including in his in- 
formation the fact of his earlier con- 


viction.. Manges requested the Board 
of Directors of the Bank to pass cer- 
tain resolutions but the Board took 
no action. 

On March 4, 1971, the Comptroller 
of the Currency issued an order pro- 
hibiting Manges from participating in 
the affairs of the company, purporting 
apparently to act as it transpires from 
the arguments, under the provisions of 
12 U.S.C. § 1818(g)(1). A request 
from Manges to clarify the order was 
acknowledged, but no responsive reply 
was given by the Comptroller of the 
Currency. 

Manges filed a suit in the district 
court seeking a permanent injunction 
against the Comptroller from continu- 
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ing this order. The district court dis- 
missed the suit for want of jurisdiction 
occasioned by 12 U.S.C. § 1818(i). 


Manges appealed. 


The court of appeals held that 12 
U.S.C. § 1818(i), which purported to 
withdraw jurisdiction, does not apply 
where there has been a clear depar- 
ture from statutory authority. The 
court further held that 12 U.S.C. § 
1818(g)(1) applies to a situation where 
a person is presently involved and 
participating in the affairs of a com- 


pany and is presently charged with a 
felony. 

The Comptroller in adopting the 
action he did was not acting within the 
scope of his proper authority under 
this section and thus exposed himself 
to judicial review. The court accord- 
ingly ordered an injunction to be 
granted against the Comptroller and 
reversed the decision of the lower 
court and remanded the case for 
further proceedings not inconsistent 
with this opinion. Manges v. Camp, 
474 F.2d 97 (Sth Cir. 1973). 


Incorporation; powers; seal [{ 9.1] 


FDI Act § 9 (12 U.S.C. $ 1819) 


Upon June 16, 1933, the Corporation shall become a body corporate and as 
such shall have power— 


[Corporate Seal] 


First. To adopt and use a corporate seal. 


[Succession] 


Second. To have succession until dissolved by an Act of Congress. 


[Contract Power] 


Third. To make contracts. 


[Power to Sue and Be Sued] 


Fourth. To sue and be sued, complain and defend, in any court of law or equity, 
State or Federal. 


[Jurisdiction—Removal of Actions to U.S. District Courts-—Exception as to 
Suits When FDIC Is Receiver of State Bank] 


All suits of a civil nature at common law or in equity to which the Corporation 
shall be a party shall be deemed to arise under the laws of the United States, and 
the United States district courts shall have original jurisdiction thereof, without 
regard to the amount in controversy; and the Corporation may, without bond or 
security, remove any such action, suit, or proceeding from a State court to the 
United States district court for the district or division embracing the place where 
the same is pending by following any procedure for removal now or hereafter in 
effect, except that any such suit to which the Corporation is a party in its capacity 
as receiver of a State bank and which involves only the rights or obligations of 
depositors, creditors, stockholders, and such State bank under State law shall not 
be deemed to arise under the laws of the United States. 
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[Ban on Ad interim Attachments Against FDIC] 


No attachment or execution shall be issued against the Corporation or its prop- 
erty before final judgment in any suit, action, or proceeding in any State, county, 
municipal, or United States court. 


[Agent for Service of Process] 


The Board of Directors shall designate an agent upon whom service of process 
may be made in any State, Territory, or jurisdiction in which any insured bank is 
located. 


[Appointment and Dismissal of Officers and Employees] 


Fifth. To appoint by its Board of Directors such officers and employees as are 
not otherwise provided for in this chapter, to define their duties, fix their compensa- 
tion, require bonds of them and fix the penalty thereof, and to dismiss at pleasure 
such officers or employees. Nothing in this chapter or any other Act shall be con- 
strued to prevent the appointment and compensation as an officer or employee of 
the Corporation of any officer or employee of the United States in any board, com- 
mission, independent establishment, or executive department thereof. 


[Bylaws] 


Sixth. To prescribe, by its Board of Directors, bylaws not inconsistent with law, 
regulating the manner in which its general business may be conducted, and the 
privileges granted to it by law may be exercised and enjoyed. 


[Board of Directors to Exercise Powers of FDIC] 


Seventh. To exercise by its Board of Directors, or duly authorized officers or 
agents, all powers specifically granted by the provisions of this chapter, and such 
incidental powers as shall be necessary to carry out the powers so granted. 


[Power to Make Examinations and Obtain Information and Reports] 


Eighth. To make examinations of and to require information and reports from 
banks, as provided in this chapter. 


[FDIC as Receiver] 


Ninth. To act as receiver. 


[Power to Prescribe Rules and Regulations] 


Tenth. To prescribe by its Board of Directors such rules and regulations as it 
may deem necessary to carry out the provisions of this chapter. 


Sept. 21, 1950, c. 967, § 2[9], 64 Stat. 881; Oct. 16, 1966, Pub. L. 89-695, Title 
II, § 205, 80 Stat. 1055. 
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This section confers corporate character upon the FDIC and grants it the several 
powers enumerated therein, the effect of which is to afford the FDIC a wide scope 
for action necessary to carry out the provisions of the Act. 


€ 9.3. Power to sue and be sued—removal of suits to U.S. district 
court 


The power to sue and be sued conferred upon the FDIC specifically negates any 
question of sovereign immunity to suit. See the discussion under the heading “Sig- 
nificant court decisions.” 

The provision of the section conferring power to sue and be sued also enacts that 
all suits of a civil nature at common law or equity to which the FDIC is a party shall 
be deemed to arise under the laws of the United States. Ordinarily, without words 
of further enactment, this would result in a United States district court having juris- 
diction only in those cases where the matter in controversy exceeded the sum or 
value of $10,000, and it was so held in the case of Larenzo v. FDIC, 259 
F. Supp. 193 (S.D.N.Y. 1966). The section was amended to provide, as it now 
does, that original jurisdiction vests in a United States district court without regard 
to the amount in controversy. 

The FDIC is also vested with the power to have any such action, suit, or proceed- 
ing instituted in a state court removed to the appropriate U.S, district court. There 
is, however, one exception carved out: in the case of a suit to which the FDIC is 
a party in its capacity as a receiver of a state bank and which involves only the rights 
and obligations under state law of depositors, creditors, and stockholders, and the 
state bank concerned. Such a suit is not deemed to arise under the laws of the United 
States. 


{ 94. Barring of ad interim attachment against FDIC 


No attachment or execution can issue against the FDIC before final judgment. 


{ 9.5. Agents for service 


The Board of Directors is mandated to designate an agent upon whom service can 
be effected. Pursuant to this mandate, the FDIC has announced that it has so desig- 
nated an agent upon whom service of process may be made in each state, territory, 
or other jurisdiction in which an insured bank is located and that the address of the 
agent may be obtained by communication with “the Secretary of State or correspond- 
ing official in such jurisdiction, the Supervising Examiner for the District, including 
such jurisdiction or the General Counsel of the corporation at Washington, D.C.” 


See 32 Fed. Reg. 9759, reproduced in full in {€ 73 et seq. 





I-55 FEDERAL DEPOSIT INSURANCE ACT § 9 


COMMENTARY 


€ 9.6. Other powers 


The other powers concern the appointment and dismissal of officers and employees 
(other than those for whom other specific provision exists), to make bylaws, to con- 
duct examination of banks, to act as receiver, and to prescribe rules and regulations. 
The powers in relation to the appointment of officers and employees are supplemented 
by other powers e.g., Executive Order 11222 of May 8, 1965, pursuant to which the 
FDIC has issued 12 C.F.R. § 336 [{ 70]—regulating Employee responsibility and 
conduct. The power to make examinations is further implemented by Section 
10(a) of the Act (12 U.S.C. § 1820)—-see § 10 infra. 

The power to make rules and regulations is the principal authority for the regu- 
lations contained in 12 C.F.R. Ch. III, Pts. 301 to 309 inclusive. In respect of 
certain regulations, a more specific power exists under some of the other provisions 
of the FDI Act and other statutes affecting the FDIC. 

Moreover, as an “agency” within the meaning of 5 U.S.C. § 551, the FDIC must 
comply with 5 U.S.C. §§ 552 to 559 governing administration procedures. Section 
552 requires an agency to make available to the public information concerning the 
matters specified therein in the manner prescribed. 5 U.S.C. §§ 551 to 559 are 
reproduced as {{ 80.11 to 80.19. Briefly stated, Section 552 requires an agency 
to publish in the Federal Register: 


(1) Particulars of the organization indicating how, from whom, and where the 
public may obtain information, make submittals or requests, or obtain decisions; 

(2) How the agency functions and what are the requirements of its procedures; 

(3) Its rules of procedure and the forms used; 

(4) Its substantive rules and statements of policy; and 

(5) Amendments, repeals, and revisions of the foregoing. 


The section also has a provision, inter alia, for making available to the public 
the final opinions, including the concurrent and dissenting opinions and orders. 


5 U.S.C. § 553 provides for the mode of rule-making. The other sections deal 
with adjudications, ancillary matters, hearings, decisions, imposition of sanctions 
and the effect of these sections on other statutory provisions. 

The regulation contained in 12 C.F.R. Parts 301-331 are, with the exception of 
Parts 326, 335, and 338, reproduced in {{ 51-70C. Part 326, concerning mini- 
mum security devices and procedures for insured nonmember banks, appears in 
Part III of this volume. Part 335 is under extensive revision. Part 338 has not 
been finally adopted. 


COURT DECISIONS 


state law of creditors, depositors, and 
stockholders, the case will not be 
deemed to arise under the laws of the 


€ 9.26. FDIC has no citizenship for 
diversity purposes.—The Corporation, 
which is established under the FDI 


Act, has citizenship in no particular 
state for purposes of diversity of citi- 
zenship. 

Where FDIC is acting as receiver 
of state bank to enforce rights under 


United States, even though the FDIC 
as insurer might be the recipient of a 
large portion of any recoveries made. 
There is, thus, no basis for federal 
jurisdiction. Federal Dep. Ins. Corp. 
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v. National Serv. Corp., 345 F. Supp. 
885 (D. Iowa 1972). 


{ 9.27. Defense of no consideration 
not available against FDIC.—As the 
section provides that all suits arising 
of a civil nature to which the FDIC is 
a party are deemed to arise under the 
laws of the United States, defendant, 
who was maker of a note, was estopped 
from raising against the FDIC defenses 
of no consideration. 346 F. Supp. 489 
(D. Tex. 1972). 


{ 9.28. Suits under Federal Tort 
Claims Act.—The provision that the 
corporation could sue and be sued does 
not operate to affect the provisions of 
the Federal Tort Claims Act, which 
bars a direct action against a federal 
agency—and the FDIC is such an 
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against the United States. Magellsen 
v. FDIC, 341 F. Supp. 1031 (D. Mont. 
1972). To the same effect, Freeling v. 
FDIC, 221 F. Supp. 955 (D. Okla. 
1963), aff'd 326 F.2d 971. 


{ 9.29. No sovereign immunity.— 
The FDIC is not protected by the doc- 
trine of sovereign immunity. In re 
Anjoppa Paper & Board Mfg. Co., 269 
F. Supp. 241 (S.D.N.Y. 1967). 


{ 9.30. Suit for slander against 
FDIC.—Federal Deposit Corporation 
may not be sued for slander when fed- 
eral law would not permit recovery 
from the United States on such ground, 
even though Federal Deposit Insurance 
Act permits Corporation to sue and be 
sued. Freeling v. FDIC, 221 F. Supp. 


agency. The suit must be instituted 955 (E.D. Okla. 1963), 81 B.L.J. 453. 


Administration of corporation [{ 10.1] 
FDI Act § 10 (12 U.S.C. § 1820) 


Board of Directors; use of mails; cooperation with other federal agencies 


(a) The Board of Directors shall administer the affairs of the Corporation fairly 
and impartially and without discrimination. The Board of Directors of the Corpo- 
ration shall determine and prescribe the manner in which its obligations shall be 
incurred and its expenses allowed and paid. The Corporation shall be entitled to 
the free use of the United States mails in the same manner as the executive depart- 
ments of the Government. The Corporation with the consent of any Federai Re- 
serve bank or of any board, commission, independent establishment, or executive 
department of the Government, including any field service thereof, may avail itself 
of the use of information, services, and facilities thereof in carrying out the pro- 
visions of this chapter. 


Appointment of examiners and claim agents; powers and duties 


(b) The Board of Directors shall appoint examiners who shall have power, on 
behalf of the Corporation, to examine any insured State nonmember bank (except 
a District bank), any State nonmember bank making application to become an 
insured bank, and any closed insured bank, whenever in the judgment of the Board 
of Directors an examination of the bank is necessary. In addition to the examina- 
tions provided for in the preceding sentence, such examiners shall have like power 
to make a special examination of any State member bank and any national bank 
or District bank, whenever in the judgment of the Board of Directors such special 
examination is necessary to determine the condition of any such bank for insurance 
purposes. In making examinations of insured banks, examiners appointed by the 
Corporation shall have power on behalf of the Corporation to make such examina- 
tions of the affairs of all affiliates of such banks as shall be necessary to disclose 
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fully the relations between such banks and their affiliates and the effect of such 
relations upon such banks. Each examiner shall have power to make a thorough 
examination of all of the affairs of the bank and its affiliates, and shall make a full 
and detailed report of the condition of the bank to the Corporation. The Board of 
Directors in like manner shall appoint claim agents who shall have power to in- 
vestigate and examine all claims for insured deposits. Each claim agent shall have 
power to administer oaths and affirmations and to examine and to take and preserve 
testimony under oath as to any matter in respect to claims for insured deposits, and 
to issue subpenas and subpenas duces tecum, and, for the enforcement thereof, to 
apply to the United States district court for the judicial district or the United States 
court in any territory in which the main office of the bank or affiliate thereof is 
located, or in which the witness resides or carries on business. Such courts shall 
have jurisdiction and power to order and require compliance with any such 
subpena. 


Administration of oaths and affirmations; evidence; issuance and enforcement of 
subpenas; jurisdiction; affiliate and member bank defined 


(c) In connection with examinations of insured banks, and affiliates thereof, 
the appropriate Federal banking agency, or its designated representatives, shall have 
the power to administer oaths and affirmations and to examine and to take and 
preserve testimony under oath as to any matter in respect of the affairs or owner- 
ship of any such bank or affiliate thereof, and to issue subpenas and subpenas 
duces tecum, and, for the enforcement thereof, to apply to the United States district 
court for the judicial district or the United States court in any territory in which 
the main office of the bank or affiliate thereof is located, or in which the witness 
resides or carries on business. Such courts shall have jurisdiction and power to 
order and require compliance with any such subpena. For purposes of this section, 
the term “affiliate” shall have the same meaning as where used in section 221a(b) 
of this title except that the term “member bank” in said section 221a(b) shall be 
deemed to refer to an insured bank. 


Enforcement of subpenas and orders 


(d) In cases of refusal to obey a subpena issued to, or contumacy by, any per- 
son, the Board of Directors may invoke the aid of any court of the United States 
within the jurisdiction of which such hearing, examination or investigation is carried 
on, or where such person resides or carries on business, in requiring the attendance 
and testimony of witnesses and the production of books, records, or other papers. 
And such court may issue an order requiring such person to appear before the 
Board of Directors or member or person designated by the Board of Directors, 
there to produce records, if so ordered, or to give testimony touching the matter 
in question; and any failure to obey such order of the court may be punished by 
such court as a contempt thereof. All process in any such case may be served in 
the judicial district whereof such person is an inhabitant or carries on business or 
wherever he may be found. 


Preservation of records by photography; admissibility as evidence 


(e) The Corporation may cause any and all records, papers, or documents kept 
by it or in its possession or custody to be photographed or microphotographed or 
otherwise reproduced upon film, which photographic film shall comply with the 
minimum standards of quality approved for permanent photographic records by 
the Nat‘onal Bureau of Standards. Such photographs, microphotographs, or photo- 
graphic film or copies thereof shall be deemed to be an original record for all pur- 
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poses, including introduction in evidence in all State and Federal courts or admin- 
istrative agencies and shall be admissible to prove any act, transaction, occurrence, 
or event therein recorded. Such photographs, microphotographs, or reproduction 
shall be preserved in such manner as the Board of Directors of the Corporation 
shall prescribe and the original records, papers, or documents may be destroyed or 
otherwise disposed of as the Board shall direct. 


Sept. 21, 1950, c. 967, § 2[10], 64 Stat. 882; July 14, 1960, Pub. L. 86-671, § 4, 
74 Stat. 551; Oct. 16, 1966, Pub. L. 89-695, Title II, § 203, 80 Stat. 1053; Oct. 
15, 1970, Pub. L. 91-452, Title II, § 208, 84 Stat. 929. 


EDITORIAL COMMENTARY 
€ 10.2. Board of Directors 


Section 2 of the Act (12 U.S.C. § 1812) vests the administration of the FDIC in 
the Board of Directors. Subsection (a) of this section requires the Board to admin- 
ister the corporation with impartiality and without discrimination and gives the 
specific power of providing for the manner of incurring obligations and paying 
expenses. It also grants it the privilege of the free use of mails and, subject to the 
consent of the proper agencies and departments of the federal government, of the use 
of their facilities, services and information for carrying out the purposes of this Act. 


€ 10.3. Appointment of examiners—examination of banks 


Subsection (b) requires to Board to appoint examiners and confers certain statu- 
tory powers on those examiners. Examinations provide the Corporation with the 
information essential for carrying out its supervisory activities and responsibilities 
particularly for evaluating the risks as insurer under the Act. 

All insured nonmember banks are regularly examined to determine their current 
conditions, to evaluate bank management, and to discover any unsafe and unsound 
practices and to obtain correction if any such practices are found. A sample of the 
bank examination report is reproduced at { 90.20. 

Under subsection (b), the examiners have like power in case of national banks and 
state banks which are members of the Federal Reserve System. It is, however, clear 
that the powers were not intended to be conferred upon the examiners independently 
of the responsibilities and duties of the Board of Directors who alone are invested 
with the right to administer the affairs of the Corporation. The power to examine 
national banks and state member banks is thus implicitly subject to the directions 
of the Directors. In practice, the FDIC receives the reports of examinations con- 
ducted by other federal supervisory agencies and rarely makes its own examinations 
of such banks, 

In the interpretation issued by the FDIC in 38 Fed. Reg. 21210-21211 (Aug. 6, 
1973), the FDIC construes the section as requiring a specific judgmental determina- 
tion by the Board of Directors as a precondition for the special examination of a 
national bank or a state member bank. 

In view of the nature of the powers vested in the examiners, provision exists in 
18 U.S.C. § 212 prohibiting any officer, director, or employee of any insured bank 
from making a loan to any government examiner who examines or has power to 
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examine such a bank. 18 U.S.C. § 213 prohibits a governmental bank examiner 
from accepting a loan from any bank, etc., examined by him or from any person 
connected therewith. 

The purpose of these prohibitions is clearly to ensure that the examiners will not 
be placed in a position where their interest may conflict with their duty and that they 
will at all times carry out their functions with total unbiased objectivity. (United 
States v. Bristol, 473 F.2d 439 (Sth Cir. 1973).) Consistent with these purposes, 
the FDIC has issued an interpretative statement of policy on loans to FDIC exami- 
ners by national banks, district banks, and state member banks. (38 Fed. Reg. 
21210-21211 (Aug. 6, 1973).) 


¢ 10.4. Affiliates 


The power to examine a bank includes the power to examine the affairs of affiliates. 
For the purposes of this section, B is an affiliate of A if any of the following condi- 
tions are satisfied: 

(1) Where A directly or indirectly: 

(a) Owns or controls a majority of the voting shares of B, or 

(b) Owns or controls more than 59 percent of the number of shares voted for 
the election of B’s directors, trustees, or other persons exercising similar 
functions at the preceding election, or 

(c) Controls in any manner the election of a majority of B’s directors, trustees 
or other persons exercising similar functions; 

Where the control of B is held directly or indirectly (through stock ownership 

or in any other manner) by the shareholders of A where such shareholders: 

(a) Own or control a majority of the voting shares of A, or 

(b) Own or control more than 50 percent of the number of shares for the 
election of directors of A at the preceding election; 

Where the control of B is held directly or indirectly (through stock ownership 

or in any other manner) by trustees for the benefit of the shareholders of A; or 

Where a majority of the directors or trustees of B or other persons exercising 

similar functions in respect of B are directors of A; or 

Where B directly or indirectly 

(a) Owns or controls a majority of the shares of capital stock of A, or 

(b) Owns or controls more than 50 percent of the number of shares voted for 
the election of directors of A; or 

Where B controls in any manner the election of a majority of the directors 

of A; or 

Where all or substantially all the capital stock of A is held by trustees for the 

benefit of the shareholders or members of B. 


€ 10.5. Power to administer oaths 


In connection with examinations of insured banks and their affiliates, subsection 
(c) invests the FDIC and the other federal regulatory agencies and their representa- 
tives with the power to administer oaths and affirmations to examine and take and 
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preserve testimony under oath as to any matter in respect of the affairs or ownership 
of any such bank or its affiliates. Power is also given te issue subpoenas and sub- 
poenas duces tecum. 


{ 10.6. Enforcement of subpenas 


For enforcement of subpoenas, application is made to the appropriate U.S. district 
court which has power to issue necessary orders and to punish any failure to obey 
orders. 


§ 10.7. Records 


Subsection (e) inter alia, permits the FDIC to cause the records, papers, and docu- 
ments kept by it to be photographed or microphotographed or otherwise reproduced 
upon films, complying with the Bureau of Standards. These records are deemed by 
statute to be an original record for all purposes including introduction of evidence 
in federal and state courts. 


The Permanent Insurance Fund [€ 11.1] 
FDI Act § 11 (12 U.S.C. § 1821) 


Permanent Insurance Fund—Composition; amount of deposit insured; 
insurance of public funds; aggregate amount of public funds 


[The Permanent Insurance Fund—Insurance of Deposits— 
Maximum Amount of Insured Deposit] 


(a)(1) The Temporary Federal Deposit Insurance Fund and the Fund for 
Mutuals heretofore created pursuant to the provisions of section 12B of the Federal 
Reserve Act, as amended, are consolidated into a Permanent Insurance Fund for 
insuring deposits, and the assets therein shall be held by the Corporation for the 
uses and purposes of the Corporation: Provided, That the obligations to and rights 
of the Corporation, depositors, banks, and other persons arising out of any event 
or transaction prior to September 21, 1950, shall remain unimpaired. On and 
after August 23, 1935, the Corporation shall insure the deposits of all insured banks 
as provided in this chapter: Provided further, That the insurance shall apply only 
to deposits of insured banks which have been made available since March 10, 1933, 
for withdrawal in the usual course of the banking business: Provided further, That 
if any insured bank shall, without the consent of the Corporation, release or modify 
restrictions on or deferments of deposits which had not been made available for 
withdrawal in the usual course of the banking business on or before August 23, 
1935, such deposits shall not be insured. Except as provided in paragraph (2), the 
maximum amount of the insured deposit of any depositor shall be $40,000. 





FEDERAL DEPOSIT INSURANCE ACT § 11 


[Insurance of Public Funds] 


(2)(A) Notwithstanding any limitation in this Act or in any other provision of 
law relating to the amount of deposit insurance available for the account of any 
one depositor, in the case of a depositor who is— 

(i) An officer, employee, or agent of the United States having official custody 
of public funds and lawfully investing or depositing the same in time and savings 
deposits in an insured bank; 

(ii) An officer, employee, or agent of any State of the United States, or of 
any county, municipality, or political subdivision thereof having official custody 
of public funds and lawfully investing or depositing the same in time and savings 
deposits in an insured bank in such State; 

(iii) An officer, employee, or agent of the District of Columbia having official 
custody of public funds and lawfully investing or depositing the same in time 
and savings deposits in an insured bank in the District of Columbia; or 

(iv) An officer, employee, or agent of the Commonwealth of Puerto Rico, of 
the Virgin Islands, of American Samoa, or of Guam, or of any county, munici- 
pality, or political subdivision thereof having official custody of public funds and 
lawfully investing or depositing the same in time and savings deposits in an in- 
sured bank in the Commonwealth of Puerto Rico, the Virgin Islands, American 
Samoa, or Guam, respectively; 

his deposit shall be insured in an amount not to exceed $100,000 per account. 


[Limitation on Aggregate Amount of Public Funds in Any Bank] 


(B) The Corporation may limit the aggregate amount of funds that may be in- 


vested or deposited in time and savings deposits in any insured bank by any de- 
positor referred to in subparagraph (A) of this paragraph on the basis of the size 
of any such bank in terms of its assets: Provided, however, such limitation may be 
exceeded by the pledging of acceptable securities to the depositor referred to in 
subparagraph (A) of this paragraph when and where required. 


Liquidation as closing of bank 


(b) For the purposes of this chapter an insured bank shall be deemed to have 
been closed on account of inability to meet the demands of its depositors in any 
case in which it has been closed for the purpose of liquidation without adequate 
provision being made for payment of its depositors. 


Corporation as receiver 


(c) Notwithstanding any other provision of law, whenever the Comptroller of 
the Currency shall appoint a receiver other than a conservator of any insured na- 
tional bank or insured District bank, or of any noninsured national bank or District 
bank hereafter closed, he shall appoint the Corporation receiver for such closed 
bank. 


Same; powers and duties 


[Notice to Claimants—Realization of Assets— 
Enforcement of Liability of Stockholders and Directors; Winding Up] 


(d) Notwithstanding any other provision of law, it shall be the duty of the Cor- 
poration as such receiver to cause notice to be given, by advertisement in such 
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newspapers as it may direct, to all persons having claims against such closed bank 
pursuant to section 193 of this title; to realize upon the assets of such closed bank, 
having due regard to the condition of credit in the locality; to enforce the individual 
liability of the stockholders and directors thereof; and to wind up the affairs of such 
closed bank in conformity with the provisions of law relating to the liquidation of 
closed national banks, except as herein otherwise provided. 


[Corporation’s Right of Subrogation] 


The Corporation as such receiver shall pay to itself for its own account such por- 
tion of the amounts realized from such liquidation as it shall be entitled to receive on 
account of its subrogation to the claims of depositors, and it shall pay to depositors 
and other creditors the net amounts available for distribution to them. 


[Dividends on Proved Claims] 


The Corporation as such receiver, however, may, in its discretion, pay dividends 
on proved claims at any time after the expiration of the period of advertisement made 
pursuant to section 193 of this title, and no liability shall attach to the Corporation 
itself or as such receiver by reason of any such payment for failure to pay dividends 
to a claimant whose claim is not proved at the time of any such payment. 


[Exercise of Powers as Receiver] 


With respect to any such closed bank, the Corporation as such receiver shall have 
all the rights, powers, and privileges now possessed by or hereafter granted by law to 
a receiver of a national bank or District bank and notwithstanding any other pro- 
vision of law in the exercise of such rights, powers, and privileges the Corporation 
shall not be subject to the direction or supervision of the Secretary of the Treasury 
or the Comptroller of the Currency. 


Same: State banks 


(e) Whenever any insured State bank (except a District bank) shall have been 
closed by action of its board of directors or by the authority having supervision of 
such bank, as the case may be, on account of inability to meet the demands of its 
depositors, the Corporation shall accept appointment as receiver thereof, if such 
appointment is tendered by the authority having supervision of such bank and is 
authorized or permitted by State law. With respect to any such insured State bank, 
the Corporation as such receiver shall possess all the rights, powers and privileges 
granted by State law to a receiver of a State bank. 


Payment of insured deposits 


(f) Whenever an insured bank shall have been closed on account of inability 
to meet the demands of its depositors, payment of the insured deposits in such bank 
shall be made by the Corporation as soon as possible, subject to the provisions of 
subsection (g) of this section either (1) by cash or (2) by making available to 
each depositor a transferred deposit in a new bank in the same community or in 
another insured bank in an amount equal to the insured deposit of such depositor: 
Provided, That the Corporation, in its discretion, may require proof of claims to be 
filed before paying the insured deposits, and that in any case where the Corporation 
is not satisfied as to the validity of a claim for an insured deposit, it may require 
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the final determination of a court of competent jurisdiction before paying such 
claim. 


Subrogation 
[Closed National or District Bank—Rights of Subrogation] 


(g) In the case of a closed national bank or District bank, the Corporation, 
upon the payment to any depositor as provided in subsection (f) of this section, 
shall be subrogated to all rights of the depositor against the closed bank to the 
extent of such payment. 


[No Payment to Depositors of State Banks Unless Subrogation Rights Assured] 


In the case of any other closed insured bank, the Corporation shall not make any 
payment to any depositor until the right of the Corporation to be subrogated to the 
rights of such depositor on the same basis as provided in the case of a closed national 
bank under this chapter shall have been recognized either by express provision of 
State law, by allowance of claims by the authority having supervision of such bank, 
by assignment of claims by depositors, or by any other effective method. 


[Inclusion of Other Rights in Subrogation] 


In the case of any closed insured bank, such subrogation shall include the right on 
the part of the Corporation to receive the same dividends from the proceeds of the 
assets of such closed bank and recoveries on account of stockholders’ liability as 
would have been payable to the depositor on a claim for the insured deposit, but 
such depositor shall retain his claim for any uninsured portion of his deposit: Pro- 
vided, That, with respect to any bank which closes after May 25, 1938, the Corpora- 
tion shall waive, in favor only of any person against whom stockholders’ individual 
liability may be asserted, any claim on account of such liability in excess of the 
liability, if any, to the bank or its creditors, for the amount unpaid upon his stock in 
such bank; but any such waiver shall be effected in such manner and on such terms 
and conditions as will not increase recoveries or dividends on account of claims to 
which the Corporation is not subrogated: Provided further, That the rights of 
depositors and other creditors of any State bank shall be determined in accordance 
with the applicable provisions of State law. 


Organization of new bank 


(h) As soon as possible after the closing of an insured bank, the Corporation, 
if it finds that it is advisable and in the interest of the depositors of the closed bank 
or the public, shall organize a new national bank to assume the insured deposits of 
such closed bank and otherwise to perform temporarily the functions hereinafter 
provided for. The new bank shall have its place of business in the same community 
as the closed bank. 


Same; articles of association and organization certificate; management; acceptance of 
deposits; funds on deposit with Federal Reserve bank; transaction of 
business; exemption from taxation 


[Articles of Association of New Bank—Capital] 


(i) The articles of association and the organization certificate of the new bank 
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shall be executed by representatives designated by the Corporation. No capital 
stock need be paid in by the Corporation. 


[Management by Executive Officer Appointed by Directors of FDIC] 


The new bank shall not have a board of directors, but shall be managed by an 
executive officer appointed by the Board of Directors of the Corporation who shall 
be subject to its directions. In all other respects the new bank shall be organized in 
accordance with the then existing provisions of law relating to the organization of 
national banking associations. 


[Acceptance of Deposits] 


The new bank may, with the approval of the Corporation, accept new deposits 
which shall be subject to withdrawal on demand and which, except where the new 
bank is the only bank in the community, shall not exceed $40,000 from any 
depositor. 


[New Bank to Be Insured Bank—Maintenance of Deposits With Reserve Bank] 


The new bank, without application to or approval by the Corporation, shall be an 
insured bank and shall maintain on deposit with the Federal Reserve bank of its 
district reserves in the amount required by law for member banks, but it shall not 
be required to subscribe for stock of the Federal Reserve bank. Funds of the new 
bank shall be kept on hand in cash, invested in obligations of the United States, or 
in obligations guaranteed as to principal and interest by the United States, or de- 


posited with the Corporation, with a Federal Reserve bank, or, to the extent of the 
insurance coverage thereon, with an insured bank. 


[Business Transacted by New Bank] 


The new bank, unless otherwise authorized by the Comptroller of the Currency, 
shall transact no business except that authorized by this chapter and as may be 
incidental to its organization. 


[Exemption From Taxation] 


Notwithstanding any other provision of law the new bank, its franchise, property, 
and income shall be exempt from all taxation now or hereafter imposed by the 
United States, by any Territory, dependency, or possession thereof, or by any State, 
county, municipality, or local taxing authority. 


Same; availability of Corporation’s funds; earnings; losses; 
assumption of deposits of closed bank 


(j) Upon the organization of a new bank, the Corporation shall promptly make 
available to it an amount equal to the estimated insured deposits of such closed 
bank plus the estimated amount of the expenses of operating the new bank, and 
shall determine as soon as possible the amount due each depositor for his insured 
deposit in the closed bank, and the total expenses of operation of the new bank. 
Upon such determination, the amounts so estimated and made available shall be 
adjusted to conform to the amounts so determined. Earnings of the new bank shall 
be paid over or credited to the Corporation in such adjustment. If any new bank, 
during the period it continues its status as such, sustains any losses with respect to 
which it is not effectively protected except by reason of being an insured bank, the 
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Corporation shall furnish to it additional funds in the amount of such losses. The 
new bank shall assume as transferred deposits the payment of the insured deposits 
of such closed bank to each of its depositors. Of the amounts so made available, 
the Corporation shall transfer to the new bank, in cash, such sums as may be neces- 
sary to enable it to meet its expenses of operation and immediate cash demands on 
such transferred deposits, and the remainder of such amounts shall be subject to 
withdrawal by the new bank on demand. 


Same; issuance of capital stock 
[Issuance of Capital Stock for Sale] 


(k) Whenever in the judgment of the Board of Directors it is desirable to do 
so, the Corporation shall cause capital stock of the new bank to be offered for sale 
on such terms and conditions as the Board of Directors shall deem advisable in an 
amount sufficient, in the opinion of the Board of Directors, to make possible the 
conduct of the business of the new bank on a sound basis, but in no event less than 
that required by section 51 of this title, for the organization of a national bank in 
the place where such new bank is located. The stockholders of the closed insured 
bank shall be given the first opportunity to purchase any shares of common stock 
so offered. 


[Organization as National Bank} 


Upon proof that an adequate amount of capital stock in the new bank has been 
subscribed and paid for in cash, the Comptroller of the Currency shall require the 
articles of association and the organization certificate to be amended to conform to 
the requirements for the organization of a national bank, and thereafter, when the 
requirements of law with respect to the organization of a national bank have been 
complied with, he shall issue to the bank a certificate of authority to commence busi- 
ness, and thereupon the bank shall cease to have the status of a new bank, shall be 
managed by directors elected by its own shareholders and may exercise all the 
powers granted by law, and it shall be subject to all the provisions of law relating to 
national banks. Such bank shall thereafter be an insured national bank, without 
certification to or approval by the Corporation. 


Same; termination 
[Transfer of Business of New Bank to Existing Insured Bank—Change of Location] 


(1) If the capital stock of the new bank is not offered for sale, or if an adequate 
amount of capital for such new bank is not subscribed and paid for, the Board of 
Directors may offer to transfer its business to any insured bank in the same com- 
munity which will take over its assets, assume its liabilities, and pay to the Corpo- 
ration for such business such amount as the Board of Directors may deem ade- 
quate; or the Board of Directors in its discretion may change the location of the 
new bank to the office of the Corporation or to some other place or may at any 
time wind up its affairs as herein provided. 


[Winding Up Affairs of New Bank] 


Unless the capital stock of the new bank is sold or its assets are taken over and its 
liabilities are assumed by an insured bank as above provided within two years from 
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the date of its organization, the Corporation shall wind up the affairs of such bank, 
after giving such notice, if any, as the Comptroller of the Currency may require, and 
shall certify to the Comptroller of the Currency the termination of the new bank. 
Thereafter the Corporation shall be liable for the obligations of such bank and shall 
be the owner of its assets. The provisions of sections 181 and 182 of this title shall 
not apply to such new banks. 


Sept. 21, 1950, c. 967, § 2[11], 64 Stat. 884; Oct. 16, 1966, Pub. L. 89-695, Title 
III, § 301(c), (d), 80 Stat. 1055; Jan. 2, 1975, Pub. L. 93-604, Title VI, § 602, 
88 Stat. 1963. § 1821, Sept. 21, 1950, c. 967, § 2[11], 64 Stat. 884; Oct. 16, 1966, 
Pub. L. 89-695, Title III, § 301(c), (d), 80 Stat. 1055; Dec. 23, 1969, Pub. L. 91- 
151, Title I, § 7(a), (3), (4), 83 Stat. 375; Oct. 28, 1974, Pub. L. 93-495, Title 
, §§ 101(a)(3), 102(a) (3), 102(a) (4), 88 Stat. 1500, 1502 


EDITORIAL COMMENTARY 


€ 11.2. The permanent insurance fund 


The Permanent Insurance Fund for insuring deposits, referred to in subsection (a), 
comprises the FDIC’s basic resource for protection of depositors. It has been built 
up by accumulation of the net income or surplus since 1933. At the end of 1973, 
the fund amounted to $5.615 billion. The FDIC is authorized under Section 14 
(12 U.S.C. § 1824) to borrow from the Treasury a sum of $3 billion for insurance 
purposes, but the FDIC has not had any recourse so far to this provision. Subsection 
(a) provides that the present maximum amount of insured deposit of any depositor 
is $40,000, except in the case of public time and savings deposits, which have a 
maximum limit of $100,000. 


€ 11.3. Closed bank 


Where a bank goes into liquidation without making adequate provision for pay- 
ment of its depositors, the bank is considered as a closed bank for the purposes of 
the Act. 

Upon such closure of an insured bank, the FDIC is required to make payments 
of insured deposits. This payment may be made in two ways: 


(1) By payment in cash; 
(2) By making available a deposit in a new bank in the same community or in 
another insured bank. 


In the case of a bank other than a national bank, the FDIC will not make payment 
unless and until the right of subrogation to the rights of depositors is recognized by 
appropriate effective method. The procedure for appointment of claim agents and 
for making of claims, is detailed in 12 C.F.R. Part 305 [{ 55]. 

Under 12 U.S.C. § 191 (which has been made applicable to banks, etc., in the 
District of Columbia), the Comptroller has the authority to appoint a receiver. Where 
the receiver to be appointed is other than a conservator, the FDIC must be appointed 
as receiver. 
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The powers and duties of the FDIC as a receiver of a national bank or a district 
bank are set forth in subsection (d). These provisions are supplemented by the regu- 
lations in 12 C.F.R. Part 306 [{ 56]. See also FDI Act § 20, 12 U.S.C. § 1822. 

Attention is called to 12 U.S.C. § 197 which provides for a decision of the share- 
holders as to the continuance of receivership in the event that all creditors (other 
than shareholders) are paid in full with interest. 


{ 11.4. State bank receivership 


The FDIC is required to accept the appointment as receiver of a closed insured 
state bank (other than a district bank) if such appointment is offered by the appro- 
priate authority having supervision of the bank and is authorized or permitted by 
state law. On such appointment the rights, powers, and privileges are those granted 
by state law to receivers. 


€ 11.5. The rights of subrogation 


As an insurer of deposits, it is only natural that FDIC should be in a position to 
be subrogated to the rights of depositors to the extent of the payments made to them. 
In the case of national banks and district banks, subsection (g) provides directly for 
such subrogation. In the case of state banks, subrogation would be subject to the 
provisions of state laws, and subsection (g) provides an indirect way of obtaining sub- 
rogation. Provision is made that no payment shall be made until the right is either 
recognized by state law or otherwise effectively assured. 


{ 11.6. New bank 


The term “new bank” has been defined in Section 3(i)—12 U.S.C. § 1813(i)—to 
mean a new national banking association organized by the FDIC to assume the 
insured deposits of an insured bank closed on account of inability to meet the demands 
of its depositors and otherwise to perform temporarily the functions prescribed in 
the Act. 

The organization of the bank and its operation, etc., are dealt with by subsections 
(h), (i), (), (kK), and (I) of this section. 

The principal features of the scheme are as follows: 

(1) Before a new bank is organized, the FDIC must find it advisable and in the 
interest of the depositors of the bank to do so. 

(2) The new bank must have its place of business in the same community as the 
closed bank. 

(3) The new bank is organized as a national banking association subject to the 
modifications set forth in this section. 

(4) The articles of association and organization certificate are executed by a rep- 
resentative of the FDIC. 
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(5) No capital stock is required. 

(6) The new bank may accept demand deposits which shall not exceed $40,000 
unless the new bank is the only bank in the community. 

(7) No business may be transacted other than that authorized by this section and 
unless there is an authorization for such business from the Comptroller of the 
Currency. 

(8) The new bank is by mandate of this section an insured bank, and no appli- 
cation to or approval of the FDIC is required. 

(9) The new bank must maintain reserves in the Federal Reserve bank of the 
district as required by law. 

(10) The new bank is not required to subscribe for stock of the Federal Reserve 
Bank. 

(11) Funds must be kept only in the following forms: 

(a) On hand in cash; 

(b) Invested in obligation of the United States; 

(c) Invested in obligations guaranteed by the United States both as to prin- 
cipal and interest; 

(d) Deposited with FDIC; 

(e) Deposited with a Federal Reserve bank; 

(f) Deposited in insured banks to the extent of insurance coverage. 

(12) The new bank, its functions, property, and income are exempt from all taxa- 
tion whatsoever. 

Subsection (j) provides for the transfer to the new bank by the FDIC of amounts 
due to each depositor for his insured deposit in the closed bank, as well as for expenses 
for operating the new bank. The transfer is made in the first place on an estimated 
basis and is adjusted upon determination of the precise amounts. The FDIC will so 
long as the new bank continues in its status as such furnish additional funds to meet 
losses not effectively protected by insurance. 

The purpose of organizing a new bank is to try and create a banking organization 
which will eventually replace the closed bank and operate as any other banking insti- 
tution. The new bank is as such a temporary device and unless the new bank is 
replaced by another bank within two years of its organization, the FDIC is mandated 
to wind up the affairs of such bank giving such notice as the Comptroller of the 
Currency may require. In such an event the FDIC becomes the owner of the assets 
of the new bank and is liable for its obligations. 


{ 11.7. Issue of capital and stock 


Within two years of the organization of a new bank, the Board of Directors of 
the FDIC must determine whether capital stock of the new bank should be issued 
and offered for sale with a view to organizing a national bank to replace the new 
bank. The capital must be such as to allow the conduct of business on a sound basis 
but in no case may it be less than that required by 12 U.S.C. § 51. 

The capital stock must be offered in the first place to the stockholders of the closed 
bank. Where the necessary capital has been raised, the Comptroller of the Currency 
shall require the articles of association and the organization certificate to be amended 
to conform to the requirements of a national bank. When all such requirements are 
satisfied, the Comptroller will issue the bank a certificate to commence business. 
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Thereupon, the bank will cease to be a new bank and shall be managed by its own 
board of directors and will continue in all respects as a national bank. 

If, however, capital stock is not raised or if an adequate amount of capital is not 
subscribed, the board of directors may offer to transfer the business to any insured 
bank in the same community. If a suitable agreement is reached for such takeover 
(which must necessarily entail the taking over of the assets and assumption of the 
liabilities), the FDIC will make the necessary transfer. 


Corporation as receiver [€ 12.1] 
FDI Act § 12 (12 U.S.C. § 1822) 


Corporation as receiver—bond; appointment of agents; payment of fees and expenses 


(a) Notwithstanding any other provision of law, the Corporation as receiver of 
a closed national bank or District bank shall not be required to furnish bond and 
shall have the right to appoint an agent or agents to assist it in its duties as such 
receiver, and all fees, compensation, and expenses of liquidation and administration 
thereof shall be fixed by the Corporation, and may be paid by it out of funds coming 
into its possession as such receiver. 


Payment of insured deposit as discharge from liability 


(b) Payment of an insured deposit to any person by the Corporation shall dis- 
charge the Corporation, and payment of a transferred deposit to any person by the 
new bank or by an insured bank in which a transferred deposit has been made 
available shall discharge the Corporation and such new bank or other insured bank, 
to the same extent that payment to such person by the closed bank would have 
discharged it from liability for the insured deposit. 


Recognition of claimant not on bank records 


(c) Except as otherwise prescribed by the Board of Directors, neither the Cor- 
poration nor such new bank or other insured bank shall be required to recognize 
as the owner of any portion of a deposit appearing on the records of the closed 
bank under a name other than that of the claimant, any person whose name or 
interest as such owner is not disclosed on the records of such closed bank as part 
owner of said deposit, if such recognition would increase the aggregate amount of 
the insured deposits in such closed bank. 


Withholding payments to meet liability to bank 


(d) The Corporation may withhold payment of such portion of the insured de- 
posit of any depositor in a closed bank as may be required to provide for the pay- 
ment of any liability of such depositor as a stockholder of the closed bank, or of 
any liability of such depositor to the closed bank or its receiver, which is not offset 
against a claim due from such bank, pending the determination and payment of 
such liability by such depositor or any other person liable therefor. 
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Unclaimed deposits 


(e) If, after the Corporation shall have given at least three months’ notice to 
the depositor by mailing a copy thereof to his last-known address appearing on the 
records of the closed bank, any depositor in the closed bank shall fail to claim his 
insured deposit from the Corporation within eighteen months after the appointment 
of the receiver for the closed bank, or shall fail within such period to claim or 
arrange to continue the transferred deposit with the new bank or with the other 
insured bank which assumes liability therefor, all rights of the depositor against 
the Corporation with respect to the insured deposit, and against the new bank and 
such other insured bank with respect to the transferred deposit, shall be barred, 
and all rights of the depositor against the closed bank and its shareholders, or the 
receivership estate to which the Corporation may have become subrogated, shall 
thereupon revert to the depositor. The amount of any transferred deposits not 
claimed within such eighteen months’ period, shall be refunded to the Corporation. 


Sept. 21, 1950, c. 967, § 2[12], 64 Stat. 887; § 1822, Sept. 21, 1950, c. 967, § 2[12], 
64 Stat. 887. 


EDITORIAL COMMENTARY 


€ 12.2. FDIC as receiver of closed bank 


This section contains miscellaneous provisions concerning the FDIC as a receiver 
of a closed national bank and matters relating to payment of insured deposits and 
other matters incidental thereto. 

The FDIC as receiver of a national or district bank is exempted from any require- 
ment of furnishing bond. It has the right to appoint agents to assist it in its duties 
as receiver. It has the right to fix and pay compensation, fees, and expenses of 
liquidation and administration from funds coming into its hands. 

Subsection (b) must be read with Section 11 (12 U.S.C. § 1821) and 12 C.F.R. 
Part 305 [{ 55}. 

Subsection (c) provides that in respect of any deposit in a closed bank in the name 
of a person other than a claimant, the claim of such claimant shall not be recognized 
as to any portion of the deposit if such recognition would increase the aggregate 
amount of insured deposits in the closed bank unless his name or interest is dis- 
closed on the records of the closed bank or unless it is otherwise prescribed by the 
Board of Directors of the FDIC. 

When a depositor is also a stockholder of the closed bank, the FDIC may withhold 
any portion of the insured deposit to provide for the payment of any liability of the 
depositor as stockholder. 

Similarly, where a depositor has any liability to the closed bank, which liability 
is not offset against a claim due from such bank, the payment of any portion of the 
insured deposit may be withheld pending the determination and payment of such 
liability. 

The FDIC has clarified by its letter of October 24, 1963, that FDIC will not require 
a withholding of an insured deposit to offset a debtor’s liability where the obligation 
is current and not in default and the obligation is otherwise adequately secured or the 
depositor has a good credit standing. 

Subsection (e) provides for a limitation of time within which depositors must claim 
their insured deposits. The time limit is eighteen months from the time of the ap- 
pointment of a receiver of the closed bank, provided that the FDIC has given at 
least three months’ notice to the depositor. 
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Corporation monies [§ 13.1] 
FDI Act § 13 (12 U.S.C. § 1823) 


Corporation monies—Investment 


(a) Money of the Corporation not otherwise employed shall be invested in obli- 
gations of the United States or in obligations guaranteed as to principal and interest 
by the United States: Provided, That the Corporation shall not sell or purchase 
any such obligations for its own account and in its own right and interest, at any 
one time aggregating in excess of $100,000, without the approval of the Secretary 
of the Treasury: And provided further, That the Secretary of the Treasury may 
waive the requirement of his approval with respect to any transaction or classes of 
transactions subject to the provisions of this subsection for such period of time and 
under such conditions as he may determine. 


Banking and checking accounts 


(b) The banking or checking accounts of the Corporation shall be kept with the 
Treasurer of the United States, or, with the approval of the Secretary of the Trea- 
sury, with a Federal Reserve bank, or with a bank designated as a depositary or 
fiscal agent of the United States: Provided, That the Secretary of the Treasury may 
waive the requirements of this subsection under such conditions as he may deter- 
mine: And provided further, That this subsection shall not apply to the establish- 
ment and maintenance in any bank for temporary purposes of banking and checking 
accounts not in excess of $50,000 in any one bank, or to the establishment and 
maintenance in any bank of any banking and checking accounts to facilitate the 
payment of insured deposits, or the making of loans to, or the purchase of assets 
of, insured banks. When designated for that purpose by the Secretary of the Trea- 
sury, the Corporation shall be a depositary of public moneys, except receipts from 
customs, under such regulations as may be prescribed by the said Secretary, and 
may also be employed as a financial agent of the Government. It shall perform 
all such reasonable duties as depositary of public moneys and financial agent of 
the Government as may be required of it. 


Loans to closed banks 


(c) In order to reopen a closed insured bank or, when the Corporation has 
determined that an insured bank is in danger of closing, in order to prevent such 
closing, the Corporation, in the discretion of its Board of Directors, is authorized 
to make loans to, or purchase the assets of, or make deposits in, such insured bank, 
upon such terms and conditions as the Board of Directors may prescribe, when in 
the opinion of the Board of Directors the continued operation of such bank is essen- 
tial to provide adequate banking service in the community. Such loans and deposits 
may be in subordination to the rights of depositors and other creditors. 


Sale of assets to Corporation 


(d) Receivers or liquidators of insured banks closed on account of inability to 
meet the demands of their depositors shall be entitled to offer the assets of such 
banks for sale to the Corporation or as security for loans from the Corporation, 
upon receiving permission from the appropriate State authority in accordance with 


> 
= 
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express provisions of State law in the case of insured State banks. The proceeds 
of every such sale or loan shall be utilized for the same purposes and in the same 
manner as other funds realized from the liquidation of the assets of such banks. In 
any case where prior to September 21, 1950, the Comptroller of the Currency has 
appointed a receiver of a closed national bank other than the Corporation, he may, 
in his discretion, pay dividends on proved claims at any time after the expiration 
of the period of advertisement made pursuant to Section 193 of this title, and no 
liability shall attach to the Comptroller of the Currency or to the receiver of any 
such national bank by reason of any such payment for failure to pay dividends to 
a claimant whose claim is not proved at the time of any such payment. The Corpo- 
ration, in its discretion, may make loans on the security of or may purchase and 
liquidate or sell any part of the assets of an insured bank which is now or may 
hereafter be closed on account of inability to meet the demands of its depositors, 
but in any case in which the Corporation is acting as receiver of a closed insured 
bank, no such loan or purchase shall be made without the approval of a court of 
competent jurisdiction. 


Loans on assets as security 


(e) Whenever in the judgment of the Board of Directors such action will reduce 
the risk or avert a threatened loss to the Corporation and will facilitate a merger 
or consolidation of an insured bank with another insured bank, or will facilitate the 
sale of the assets of an open or closed insured bank to and assumption of its lia- 
bilities by another insured bank, the Corporation may, upon such terms and con- 
ditions as it may determine, make loans secured in whole or in part by assets of an 
open or closed insured bank, which loans may be in subordination to the rights of 
depositors and other creditors, or the Corporation may purchase any such assets 
or may guaraniee any other insured bank against loss by reason of its assuming the 
liabilities and purchasing the assets of an open or closed insured bank. Any insured 
national bank or District bank, or the Corporation as receiver thereof, is autho- 
rized to contract for such sales or loans and to pledge any assets of the bank to 
secure such loans. 

No agreement which tends to diminish or defeat the right, title or interest of the 
Corporation in any asset acquired by it under this section, either as security for a 
loan or by purchase, shall be valid against the Corporation unless such agreement 
(1) shall be in writing, (2) shall have been executed by the bank and the person 
or persons claiming an adverse interest thereunder, including the obligor, contem- 
poraneously with the acquisition of the asset by the bank, (3) shall have been 
approved by the board of directors of the bank or its loan committee, which ap- 
proval shall be reflected in the minutes of said board or committee, and (4) shall 
have been, continuously, from the time of its execution, an official record of the 
bank. 


Payment of interest on stock subscriptions 


(f) Prior to July 1, 1951, the Corporation shall pay out of its capital account 
to the Secretary of the Treasury an amount equal to 2 per centum simple interest 
per annum on amounts advanced to the Corporation on stock subscriptions by the 
Secretary of the Treasury and the Federal Reserve banks, from the time of such 
advances until the amounts thereof were repaid. The amount payable hereunder 
shall be paid in two equal installments, the first installment to be paid prior to 
December 31, 1950. 


Sept. 21, 1950, c. 967, § 2[13], 64 Stat. 888. 
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EDITORIAL COMMENTARY 
{ 13.2. Purpose of section 


Subsections (a) and (b) are statutory mandates to the FDIC as to the mode of 
investment and keeping of banking and checking accounts. Subsection (d) enables 
the FDIC to purchase assets of insured banks. The disposal of these assets must be 
in accordance with 12 C.F.R. § 306.1 [{ 56.1]. 

The principal provisions of the Section of interest to the banking industry are 
subsections (c) and (e). 


{ 13.3. Assistance to banks in danger 


The powers under Section 13(c) are exercisable for the purpose of (1) reopering 
a closed bank and (2) preventing the closing of a bank when the FDIC has deter- 
mined that an insured bank is in danger of closing. 

In both cases, the Board of Directors of the FDIC may exercise the powers only 
if they are of the opinion that the continued operation of the bank concerned is 
essential to provide adequate banking services to the community. In both cases, the 
question of whether the powers shall be exercised at all is in the discretion of the 
Board of Directors. 

The specific powers exercisable in the circumstances above stated are: 


(1) To make loans to an insured bank; 
(2) To purchase assets of such bank; and 
(3) To make deposits in such bank; 


in each case upon such terms and conditions as the Board of Directors of the FDIC 
may prescribe. 

As stated above, the exercise of the powers is discretionary, and the language used 
gives absolute and unreviewable discretion. The discretion vests not only at the stage 
of determining whether financial support should be given to a bank in distress, but 
also in determining the terms and conditions which may be prescribed for the grant 
of financial assistance. 


€ 13.4. The interpretation of the term “community” 


The term “community” used in subsection (c) must be construed in the light of 
the facts of each case. Among these factors will principally be the actual situation 
of the bank in danger of closing, and the essential question will be what the term 
in fact means having regard to the characteristics of the persons actually served by 
the bank. This characteristic should be apparent upon an examination of the people 
or customers served by the bank. In a proper case, there can be no objection to 
invoking this subsection where the bank serves a particular ethnic or any other 
homogeneous group. 

The use of subsection (c) of this section is best illustrated by the annexed docu- 
mentation [{ 92] which exemplifies in a concrete manner the measures involved. 
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COMMENTARY 
{ 13.5. Assistance to effect merger 


Subsection (e) comes into play for the purposes essentially of: (1) aiding a bank 
in distress to merge or consolidate with another bank, and (2) facilitating the sale of 
assets of a bank in distress and assumption of its liabilities by another insured bank. 

The FDIC may: 

(1) Make loans in such cases which are secured in whole or in part by the assets 

of the bank in distress whether opened or closed; or 

(2) Purchase any such assets; or 

(3) Guarantee another insured bank against loss because it has assumed the lia- 

bilities of the bank in distress. 

Any loans made by the FDIC under this provision may be in subordination to the 
rights of depositors and other creditors. 

Note the provisions of the second paragraph of subsection (e) as to the formalities 
to be observed concerning an agreement which tends to diminish or defeat the right 
or the interest of the FDIC in any asset acquired by it either as a security for a loan 
or by purchase. 


Treasury loans for insurance purposes—amount; rate of interest; 
public debt transactions [ 14.1] 


FDI Act § 14 (12 U.S.C. § 1824) 


The Corporation is authorized to borrow from the Treasury, and the Secretary of 
the Treasury is authorized and directed to loan to the Corporation on such terms as 
may be fixed by the Corporation and the Secretary, such funds as in the judgment 
of the Board of Directors of the Corporation are from time to time required for 
insurance purposes, not exceeding in the aggregatte $3,000,000,000 outstanding at 
iny one time: Provided, That the rate of interest to be charged in connection with 
any loan made pursuant to this section shall not be less than the current average rate 
on outstanding marketable and nonmarketable obligations of the United States as of 
the last day of the month preceding the making of such loan. For such purpose the 
Secretary of the Treasury is authorized to use as a public-debt transaction the pro- 
ceeds of the sale of any securities hereafter issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under the 
Second Liberty Bond Act, as amended, are extended to include such loans. Any 
such loan shall be used by the Corporation solely in carrying out its functions with 
respect to such insurance. All loans and repayments under this section shall be treated 
as public-debt transactions of the United States. 


Sept. 21, 1950, c. 967, § 2[14], 64 Stat. 890. 


EDITORIAL COMMENTARY 


{ 14.2. FDIC action 
The FDIC has not availed itself of the borrowing powers under this section. 
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Issuance of notes, debentures, bonds, and other obligations; ex- 
emption from taxation [€ 15.1] 
FDI Act § 15 (12 U.S.C. § 1825) 


All notes, debentures, bonds, or other such obligations issued by the Corporation 
shall be exempt, both as to principal and interest, from all taxation (except estate and 
inheritance taxes) now or hereafter imposed by the United States, by any Territory, 
dependency, or possession thereof, or by any State, county, municipality, or local 
taxing authority: Provided, That interest upon or any income from any such obliga- 
tions and gain from the sale or other disposition of such obligations shall not have 
any exemption, as such, and loss from the sale or other disposition of such obliga- 
tions shall not have any special treatment, as such, under the Internal Revenue Code, 
or laws amendatory or supplementary thereto. The Corporation, including its fran- 
chise, its capital, reserves, and surplus, and its income, shall be exempt from all 
taxation now or hereafter imposed by the United States, by any Territory, depen- 
dency, or possession thereof, or by any State, county, municipality, or local taxing 
authority, except that any real property of the Corporation shall be subject to State, 
Territorial, county, municipal, or local taxation to the same extent according to its 
value as other real property is taxed. 


Sept. 21, 1950, c. 967, § 2[15], 64 Stat. 890. 


Forms of obligations; preparation by Secretary of the Treasury 
[* 16.1] 
FDI Act § 16 (12 U.S.C. § 1826) 


In order that the Corporation may be supplied with such forms of notes, deben- 
tures, bonds, or other such obligations as it may need for issuance under this chapter, 
the Secretary of the Treasury is authorized to prepare such forms as shall be suitable > 
and approved by the Corporation, to be held in the Treasury subject to delivery, upon = 
order of the Corporation. The engraved plates, dies, bed pieces, and other material 
executed in connection therewith shall remain in the custody of the Secretary of the 
Treasury. The Corporation shall reimburse the Secretary of the Treasury for any 
expenses incurred in the preparation, custody, and delivery of such notes, debentures, 
bonds, or other such obligations. 


Sept. 21, 1950, c. 967, § 2[16], 64 Stat. 890. 


Reports by Corporation [€ 17.1] 
FDI Act § 17 (12 U.S.C. § 1827) 


[Annual Report] 


(a) The Corporation shall annually make a report of its operations to the Con- S 
gress as soon as practicable after the Ist day of January in each year. = 


[Audit of Financial Transactions of FDIC] 


(b) The financial transactions of the Corporation shall be audited by the General 
Accounting Office in accordance with the principles and procedures applicable to 
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commercial corporate transactions and under such rules and regulations as may be 
prescribed by the Comptroller General of the United States. The audit shall be 
conducted at the place or places where accounts of the Corporation are normally 
kept. The representatives of the General Accounting Office shall have access to all 
books, accounts, records, reports, files, and all other papers, things, or property 
belonging to or in use by the Corporation pertaining to its financial transactions and 
necessary to facilitate the audit, and they shall be afforded full facilities for verifying 
transactions with the balances or securities held by depositaries, fiscal agents, and 
custodians. All such books, accounts, records, reports, files, papers, and property 
of the Corporation shall remain in possession and custody of the Corporation. The 
audit shall begin with financial transactions occurring on and after August 31, 1948. 


[Report of Audit to Congress] 


(c) A report of the audit for each fiscal year ending on June 30 shall be made 
by the Comptroller General to the Congress not later than January 15 following the 
close of such fiscal year. On or before December 15 following such fiscal year the 
Comptroller General shall furnish the Corporation a short form report showing the 
financial position of the Corporation at the close of the fiscal year. The report to the 
Congress shall set forth the scope of the audit and shall include a statement of assets 
and liabilities and surplus or deficit; a statement of surplus or deficit analysis; a 
statement of income and expenses; a statement of sources and application of funds 
and such comments and information as may be deemed necessary to inform Congress 
of the financial operations and condition of the Corporation, together with such rec- 
ommendations with respect thereto as the Comptroller General may deem advisable. 
The report shall also show specifically any program, expenditure, or other financial 
transaction or undertaking observed in the course of the audit, which, in the opinion 
of the Comptroller General, has been carried on or made without authority of law. 
A copy of each report shall be furnished to the President, to the Secretary of the 
Treasury, and to the Corporation at the time submitted to the Congress. 


[Employment of Certified Public Accountants to Conduct Audit] 


(d) For the purpose of conducting such audit the Comptroller General is autho- 
rized in his discretion to employ by contract, without regard to section 5 of Title 41, 
professional services of firms and organizations of certified public accountants, with 
the concurrence of the Corporation, for temporary periods or for special purposes. 
The Corporation shall reimburse the General Accounting Office for the cost of any 
such audit as billed therefor by the Comptroller General, and the General Accounting 
Office shall deposit the sums so reimbursed into the Treasury as miscellaneous 
receipts. 


Sept. 21, 1950, c. 967, § 2[17], 64 Stat. 890. 


Display of signs [{ 18.1] 
FDI Act § 18(a) (12 U.S.C. § 1828(a)) 


(a) Every insured bank shall display at each place of business maintained by it 
a sign or signs, and shall include a statement to the effect that its deposits are insured 
by the Corporation in all of its advertisements: Provided, That the Board of Directors 
may exempt from this requirement advertisements which do not relate to deposits 
or when it is impractical to include such statement therein. The Board of Directors 
shall prescribe by regulation the forms of such signs and the manner of display and 
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the substance of such statements and the manner of use. For each day an insured 
bank continues to violate any provisions of this subsection or any lawful provisions 
of said regulations, it shall be subject to a penalty of not more than $100, which the 
Corporation may recover for its use. 


Sept. 21, 1950, c. 967, § 2[18], 64 Stat. 891; May 13, 1960, Pub. L. 86-463, 
74 Stat. 129; Oct. 15, 1962, Pub. L. 87-827, § 2, 76 Stat. 953; July 21, 1965, Pub. 
L. 89-79, § 2, 79 Stat. 244; Feb. 21, 1966, Pub. L. 89-356, § 1, 80 Stat. 7; July 1, 
1966, Pub. L. 89-485, § 12(c), 80 Stat. 242; Sept. 21, 1966, Pub. L. 89-597, § 3, 
80 Stat. 824; Sept. 21, 1968, Pub. L. 90-505, § 2(b), 82 Stat. 856; Dec. 23, 1969, 
Pub. L. 91-151, Title I, §§ 2(a), 4(b), (c), 83 Stat. 372, 374, 375; Aug. 16, 
1973, Pub. L. 93-100, § 3, 87 Stat. 342; Oct. 28, 1974, Pub. L. 93-495, Title I, 
§ 106, 88 Stat. 1505; Oct. 29, 1974, Pub. L. 93-501, Title I, § 102(a), Title III, 
§ 302, 88 Stat. 1558, 1560. 


[Note: This citation is applicable to Section 18 of the FDI Act (12 U.S.C. 
§ 1828) as a whole and will not be repeated under the ensuing subsections.] 


EDITORIAL COMMENTARY 


{ 18.2. Provisions as to display of signs 


The provisions of this subsection, requiring the display of prescribed signs and the 
inclusion, in all advertisements, of a statement to the effect that the bank is insured, 
are supplemented by the regulations in 12 C.F.R. Part 328 [{ 62]. 

For recovery of the penalty provided for the violation of this subsection and the 
regulations thereunder, action is to be taken pursuant to 28 U.S.C, § 1355. 

Any unlawful use of the words, “Federal,” “Federal Deposit,” “Federal Deposit 
Insurance,” or “Federal Deposit Insurance Corporation” is punishable under 18 
U.S.C. § 709 [§ 80.5]. 

In accordance with 12 C.F.R. § 303.8, an insured bank may make application 
to the Division of Bank Supervision for exemption from the advertising requirements. 
The application should state the reason for the request in detail. 


Payment of dividends by defaulting banks [€ 19.1] 
FDI Act § 18(b) (12 U.S.C. § 1828(b)) 


Payment of dividends by defaulting banks 


(b) No insured bank shall pay any dividends on its capital stock or interest on 
its capital notes or debentures (if such interest is required to be paid only out of net 
profits) or distribute any of its capital assets while it remains in default in the pay- 
ment of any assessment due to the Corporation; and any director or officer of any 
insured bank who participates in the declaration or payment of any such dividend or 
interest or in any such distribution shall, upon conviction, be fined not more than 
$1,000 or imprisoned not more than one year, or both: Provided, That, if such 
default is due to a dispute between the insured bank and the Corporation over the 
amount of such assessment, this subsection shall not apply, if such bank shall deposit 
security satisfactory to the Corporation for payment upon final determination of the 
issue. 


S 
= 
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EDITORIAL COMMENTARY 


€ 19.2. The scope of prohibition 


The prohibition of payment of interest does not appear to apply to the payment 
of interest on capital notes or debentures when such interest is stipulated for, irre- 
spective of any net profit accruing. 

The prohibition is also not applicable when there is a dispute between the FDIC 
and the bank over the amount of assessment, provided that the bank deposits security 
to the satisfaction of the Corporation for the payment when the issue is finally 
decided. 


Merger transactions; consent of banking agencies; emergency 
approval; notice; uniform standards; antitrust actions; re- 
view de novo; limitations; report to Congress [ 20.1] 

FDI Act § 18(c) (12 U.S.C. § 1828(c)) 


(c)(1) Except with the prior written approval of the responsible agency, which 
shall in every case referred to in this paragraph be the Corporation, no insured bank 
shall— 

(A) merge or consolidate with any noninsured bank or institution; 

(B) assume liability to pay any deposits made in, or similar liabilities of, 
any noninsured bank or institution; 

(C) transfer assets to any noninsured bank or institution in consideration of 
the assumption of liabilities for any portion of the deposits made in such insured 
bank. 

(2) No insured bank shall merge or consolidate with any other insured bank or, 
either directly or indirectly, acquire the assets of, or assume liability to pay any 
deposits made in, any other insured bank except with the prior written approval of 
the responsible agency, which shall be— 

(A) the Comptroller of the Currency if the acquiring, assuming, or resulting 
bank is to be a national bank or a District bank; 

(B) the Board of Governors of the Federal Reserve System if the acquiring, 
assuming, or resulting bank is to be a State member bank (except a District 
bank); 

(C) the Corporation if the acquiring, assuming, or resulting bank is to be 
a nonmember insured bank (except a District bank). 

(3) Notice of any proposed transaction for which approval is required under 
paragraph (1) or (2) (referred to hereafter in this subsection as a “merger trans- 
action”) shall, unless the responsible agency finds that it must act immediately in 
order to prevent the probable failure of one of the banks involved, be published— 

(A) prior to the granting of approval of such transaction, 

(B) in a form approved by the responsible agency, 

(C) at appropriate intervals during a period at least as long as the period 
allowed for furnishing reports under paragraph (4) of this subsection, and 

(D) in a newspaper of general circulation in the community or communities 
where the main offices of the banks involved are located, or, if there is no such 
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newspaper in any such community, then in the newspaper of general circulation 
published nearest thereto. 

(4) In the interests of uniform standards, before acting on any application for 
approval of a merger transaction, the responsible agency, unless it finds that it must 
act immediately in order to prevent the probable failure of one of the banks involved, 
shall request reports on the competitive factors involved from the Attorney General 
and the other two banking agencies referred to in this subsection. The reports shall 
be furnished within thirty calendar days of the date on which they are requested, or 
within ten calendar days of such date if the requesting agency advises the Attorney 
General and the other two banking agencies that an emergency exists requiring 
expeditious action. 

(5) The responsible agency shall not approve— 

(A) any proposed merger transaction which would result in a monopoly, 
or which would be in furtherance of any combination or conspiracy to monopo- 
lize or to attempt to monopolize the business of banking in any part of the 
United States, or 

(B) any other proposed merger transaction whose effect in any section of 
the country may be substantially to lessen competition, or to tend to create a 
monopoly, or which in any other manner would be in restraint of trade, unless 
it finds that the anticompetitive effects of the proposed transaction are clearly 
outweighed in the public interest by the probable effect of the transaction in 
meeting the convenience and needs of the community to be served. 

In every case, the responsible agency shall take into consideration the financial and 
managerial resources and future prospects of the existing and proposed institutions, 
and the convenience and needs of the community to be served. 

(6) The responsible agency shall immediately notify the Attorney General of any 
approval by it pursuant to this subsection of a proposed merger transaction. If the 
agency has found that it must act immediately to prevent the probable failure of one 
of the banks involved and reports on the competitive factors have been dispensed 
with, the transaction may be consummated immediately upon approval by the agency. 
If the agency has advised the Attorney General and the other two banking agencies 
of the existence of an emergency requiring expeditious action and has requested 
reports on the competitive factors within ten days, the transaction may not be con- 
summated before the fifth calendar day after the date of approval by the agency. 
In all other cases, the transaction may not be consummated before the thirtieth cal- 
endar day after the date of approval by the agency. 

(7)(A) Any action brought under the antitrust laws arising out of a merger 
transaction shall be commenced prior to the earliest time under paragraph (6) at 
which a merger transaction approved under paragraph (5) might be consummated. 
The commencement of such an action shall stay the effectiveness of the agency’s 
approval unless the court shall otherwise specifically order. In any such action, the 
court shall review de novo the issues presented. 

(B) In any judicial proceeding attacking a merger transaction approved under 
paragraph (5) on the ground that the merger transaction alone and of itself con- 
stituted a violation of any antitrust laws other than section 2 of Title 15, the standards 
applied by the court shall be identical with those that the banking agencies are directed 
to apply under paragraph (5). 

(C) Upon the consummation of a merger transaction in compliance with this 
subsection and after the termination of any antitrust litigation commenced within the 
period prescribed in this paragraph, or upon the termination of such period if no 
such litigation is commenced therein, the transaction may not thereafter be attacked 
in any judicial proceeding on the ground that it alone and of itself constituted a 
violation of any antitrust laws other than section 2 of Title 15, but nothing in this 
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subsection shall exempt any bank resulting from a merger transaction from comply- 
ing with the antitrust laws after the consummation of such transaction. 

(D) In any action brought under the antitrust laws arising out of a merger trans- 
action approved by a Federal supervisory agency pursuant to this subsection, such 
agency, and any State banking supervisory agency having jurisdiction within the 
State involved, may appear as a party of its own motion and as of right, and be 
represented by its counsel. 

(8) For the purposes of this subsection, the term “antitrust laws” means the 
Act of July 2, 1890 (the Sherman Antitrust Act), the Act of October 15, 1914 (the 
Clayton Act), and any other Acts in pari materia. 

(9) Each of the responsible agencies shall include in its annual report to the 
Congress a description of each merger transaction approved by it during the period 
covered by the report, along with the following information: 

(A) the name and total resources of each bank involved; 

(B) whether a report was submitted by the Attorney General under para- 
graph (4), and, if so, a summary by the Attorney General of the substance 
of such report; and 

(C) a statement by the responsible agency of the basis for its approval. 

(10) Until June 30, 1976, the responsible agency shall not grant any approval 
required by law which has the practical effect of permitting a conversion from the 
mutual to the stock form of organization, including approval of any application 
pending on the date of enactment of this subsection, except that this sentence shall 
not be deemed to limit now or hereafter the authority of the responsible agency to 
grant approvals in cases where the responsible agency finds that it must act in order 
to maintain the safety, soundness, and stability of an insured bank. The responsible 
agency may by rule, regulation, or otherwise and under such civil penalties (which 
shall be cumulative to any other remedies) as it may prescribe take whatever action 
it deems necessary or appropriate to implement or enforce this subsection. 


[Legislative note: Subsection (10) above was added by Public Law 93-495 and 
took effect as of the date of enactment, viz. October 28, 1974.] 


EDITORIAL COMMENTARY 


{ 20.2. Merger transactions regulated 


This subsection regulates transactions which are compendiously described in para- 
graph 3 of this subsection as “merger transactions” and must be read with the relevant 
provisions of the National Bank Act where applicable. The term “merger transac- 
tion,” as used in this subsection, refers to: 

(1) Merger; 

(2) Consolidation; 

(3) Acquisition of assets of any insured bank whether direct or indirect; 

(4) Assumption of liability to pay any deposits made in any other bank, whether 

direct or indirect; 

(5) Transfer of assets to any bank or institution in consideration of the assump- 
tion by that bank of the liabilities or any portion of the deposits of the insured 
bank. 

The two main cases under contemplation are (1) where the proposed “merger trans- 
action” is with a noninsured bank or institution, and (2) where the merger transaction 
is with any other insured bank. 
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{ 20.3. The responsible agency 


In all cases, approval has to be obtained from the “responsible agency.” In the 
first case, “the responsible agency” or the proper authority to approve the merger 
transaction is the FDIC. In the second case, the “responsible agency” is determined 
according to the status of the acquiring, assuming, or resulting bank. If such a bank 
is a national bank or a district bank, the authority is the Comptroller of the Currency. 
If such a bank is a state member bank except a district bank, it is the Board of Gov- 
ernors of the Federal Reserve System; if such bank is a nonmember insured bank 
except a district bank, it is the FDIC. 


{ 20.4. Procedure for obtaining approval 


The subsection outlines the procedure for obtaining approval of any proposed 
transaction. This procedure caters for two situations: 


(1) Where action must be taken immediately to prevent the probable failure of 
one of the banks involved; and 
(2) Where there is no such emergency. 


When there is no emergency, the procedure is as follows: 

Where the approving authority is the FDIC, the procedure is governed by 12 
C.F.R. §§ 303.5 [{ 53.5] and 304.3 [{ 54.3]. These regulations require an appli- 
cation to be made on Form 86 or 102 (the appropriate form will be furnished by 
the office of the Corporation). Twelve copies of the application and all documents 
and schedules, exhibits, etc., must be submitted to the regional director of the FDIC 
who will then furnish the bank with a Form of Notice, Form 116 for publication as 
required by paragraph 3 of this subsection. 

Where the approving authority is the Comptroller of the Currency, the instructions 
contained in Form CC-7025-11, entitled “general information,” must be complied 
with and an application submitted on Form CC-7025-10 accompanied by documents 
and agreements. See in particular CC-7025-15 (Agreement to Merge), CC-7025-18 
(Purchase Agreement, if any), CC-7025-05 (Notice of Proposed Bank Merger), etc. 
set forth infra. 

The Comptroller’s office insists that the application must be prepared as indicated 
in those instructions and approved by the office as to form before any notices required 
by the statute are given. The Comptroller will not proceed to act upon any applica- 
tion until the stockholders of each participating bank have, by a two-thirds vote of 
outstanding shares, ratified the action of their respective boards. 

The participating banks should provide for the possibility that the Comptroller may 
not be entirely satisfied with the actions taken by the stockholders or their respective 
boards, and for this purpose the Comptroller recommends and urges that the stock- 
holders’ meeting be recessed subject to call and not adjourned sine die so that if 
further stockholder action is required, it can be taken promptly. 

In both cases, the instructions and queries under the different forms result in 
requiring the applications to be supported by a discursive economic brief, fully docu- 
mented and dealing inter alia with the economic base of the region, the economic 
outlook and trends, the extent and intensity of competition from other institutions, 
the convenience and needs of the community, and all matters affecting public interest 
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aspects, the capacity and potential of the applicant banks, the managerial resources, 
and all other factors which bear on the appropriateness of the proposal. 

The Federal Reserve Board has prescribed a special form—F.R. 70—for cases 
requiring its approval and the application to it should be similarly documented. 
Two of FRB rulings relevant to this matter concerning “Reporting of Change of 
Control of Bank Management Incident to a Merger” and “Terms Defining Competi- 
tive Effects of Proposed Mergers” should be noted (see infra). 

The provisions of the National Bank Act relevant in this context are 12 U.S.C. 
§§ 35, 214, 214a, 214b, 214c, 215, and 215a. 

In view of the fact that there are three responsible agencies acting to grant approval 
in respect of cases within their jurisdiction, provision has been made to ensure that 
uniform standards will be maintained, and for this purpose, paragraph 4 of the sub- 
section requires the agency concerned to obtain a report on competitive factors from 
the Attorney General and from the other two banking agencies. These reports must 
be furnished within thirty calendar days of the day on which they are requested. 


€ 20.5. Ambit of decision and authority 


Paragraph 5 of this subsection regulates the ambit of the decisional authority of 
the responsible agency in granting approval of any merger transaction. Where the 
proposed merger transaction would result in a monopoly or is in furtherance of a 
combination to monopolize or attempt to monopolize banking business, the agency 
has no option, and it is directed not to grant approval. 

Where the proposed transaction does not fall under this prohibition, it may never- 
theless: 


(1) Have the effect of substantially lessening competition; or 
(2) Tend to create a monopoly; or 
(3) Be in restraint of trade. 


In such cases too, the responsible authority is mandated to reject the application 
unless it finds that the anticompetitive effects were clearly outweighed by the possible 
interest and convenience and needs of the community which would be fulfilled by 
the grant of approval. 

After grant of approval, which must be notified immediately to the Attorney 
General, a period of thirty days must elapse before the transaction can be con- 
summated. 


€ 20.6. Procedure in an emergency 


When the responsible agency determines that urgent action is necessary, the notice 
required by paragraph 3 of the subsection is dispensed with. Thereafter, the further 
procedure depends upon the circumstances of the emergency. If the responsible 
agency considers that the matter is so urgent that it would brook no delay whatsoever, 
the responsible agency may additionally dispense with the reports on the competitive 
factors from the Attorney General and the other two banking agencies. However, if 
the responsible agency considers that while there is an urgency there is nevertheless 
time to consider any reports from the Attorney General and the other two agencies 
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if such reports are furnished expeditiously, the responsible agency may request such 
an expeditious report from these authorities, in which event such reports must be 
furnished within ten calendar days. Where such report has been requested and the 
application is subsequently approved, the transaction may not be consummated before 
the fifth day of the grant of approval. In all cases, the grant of approval must be 
communicated to the Attorney General immediately. Except as above stated, the 
procedure in respect of other matters is the same as when there is no emergency. 


¢ 20.7. Antitrust action 


Paragraph 7 of this subsection contemplates the possibility that an antitrust action 
may be brought to impugn the action of the responsible authority. Such action must 
be brought before the earliest time that the merger transaction can be lawfully con- 
summated. Upon the commencement of such action, the effectiveness of the agency’s 
approval is stayed unless the court otherwise specifically orders. Where the matter 
is before the court, the court is required to examine the issues de novo. 

The “antitrust laws” include the Sherman Antitrust Act (15 U.S.C. §§ 12-27) 
and the provisions of any other law in pari materia (which expression includes the 
provisions of the subsection under consideration). While the court is directed to 
examine the issues de novo, the standards which the court is to apply are the same 
as those stated in paragraph 5 of this subsection which regulates the decision-making 
of the responsible agencies (except in respect of an alleged violation of 15 U.S.C. § 2). 

Paragraph 7(C) ensures that the only possible method of attack under the antitrust 
laws is by an appropriate action within the period of limitation—so that if such an 
action has been taken and is terminated or if the period of limitation has elapsed, 
the merger transaction cannot be attacked in any other proceeding. 

It follows from the provisions of this subsection that where a merger is approved 
as a matter of urgency to prevent the probable failure of one of the banks and no 
prior communication is made to or a report called from the Attorney General, the 
consummation may take place immediately, thus terminating the period of limitation 
and barring any action under the antitrust laws (except a proceeding under 15 U.S.C. 
§ 2). 

The new entity emerging from the merger transaction is of course amenable to 
and must comply with all antitrust laws. 

Actions under the antitrust laws are generally instituted by the Department of 
Justice and the Federal Trade Commission, and it is advisable that complaints by 
persons likely to be affected should be made to them. This does not preclude a 
businessman who has suffered from an antitrust violation from bringing an action 
and recovering three times the damage sustained. 

In any antitrust action the responsible agency is given a statutory locus standi to 
intervene by paragraph 7(D). 


€ 20.20. Speedup of applications 


The Comptroller of the Currency has announced that “all merger applications 
filed with his office are, with rare exceptions, being disposed of WITHIN 60 days 
after the receipt of an application filed in good order.” (Treasury Rel. (June 8, 1962).) 
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Merger transactions involving more than two banks 


In a letter dated June 26, 1962, to all national banks, the Comptroller of the 
Currency has stated that his office does not look with favor upon applications involv- 
ing more than two banks since the normal merger or consolidation involves but two 


banks. 


| 20.22. 


Is there a pattern to follow for deciding mergers? 


Governor J. L. Robertson of the Federal Reserve Board, in an address, stated: 


“Today three different federal agencies pass upon applications for mergers, and 
notwithstanding the fact that each of them receives the views of the other two 
and of the Department of Justice with respect to the competitive factors, their 
decisions do not reflect uniform application of statutory standards and factors. 
It is impossible for anyone, in my judgment, to analyze all of the merger cases 
decided by the three agencies in the past year and come out with an understand- 


able pattern of decision.” 


COURT DECISIONS 


{ 20.26. Antitrust laws applicable to 
banks.—Merger of second and third 
largest banks in Philadelphia area held 
to lessen competition substantially in 
four county Philadelphia area where 
merged banks would have 30 percent 
and two largest banks 59 percent of 
banking business in that area. Section 7 
of the Clayton Antitrust Act prohibits 
a corporation engaged in commerce 
from acquiring stock and a corporation 
subject to the Federal Trade Commis- 
sion jurisdiction from acquiring assets 
of another corporation where the ef- 
fect may be substantially to lessen com- 
petition or tend to create a monopoly. 
That section applies in the case of mer- 
gers of corporations such as banks not 
subject to Federal Trade Commission 
jurisdiction but under supervision of 


other federal agencies where the effect 
is substantially to lessen competition. 
United States v. Philadelphia Nat’l 
Bank, 374 U.S. 321, 83 S. Ct. 1715 
(1963), 80 B.L.J. 784. 


€ 20.27 Major competitive factor 
theory.—Where the merging compa- 
nies are major competitive factors in a 
relevant market, the elimination of sig- 
nificant competition between them 
constitutes in itself unreasonable re- 
straint of trade in violation of Section 1 
of the Sherman Act, the application of 
which is not preempted by the 1960 
Bank Merger Act. The merger, if per- 
mitted, would result in the new bank 
controlling over 50 percent of the total 
commercial banking assets, deposits, 
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and loans, over 90 percent of trust as- 
sets and trust department earnings, and 
almost 80 percent of all the trust 
accounts. 

Evidence also established that such 
consolidation would affect the ability of 
the remaining banks to compete effec- 
tively and to counter the “image” of 
bigness and the multiplicity of the ex- 
tra services which the new company 
could offer in the trust field. 

The merger was thus held to be in 
violation of Section 1 of the Sherman 
Act. United States v. First Nat’l Bank 
& Trust Co. of Lexington, 376 U.S. 
665 (1964), rev’g 208 F. Supp. 457 
(D. Kv. 1962), 79 B.L.J. 1064. 


€ 20.28. Applicability of antitrust 
laws and bank merger act of 1966— 
burden of proof; scope of review; stan- 
dards for dissolving automatic stay.— 
The Bank Merger Act of 1966 incor- 
porated in 12 U.S.C. § 1828(c) did not 
change the provisions of the Clayton 
Act. 

On a proper construction of the Act, 
it was held that an action challenging a 
bank merger should be brought under 
the antitrust laws and not under the 
Bank Merger Act. What was intended 
by the Patten Act was to make avail- 
able a defense or justification once it 
had been determined that a transac- 
tion would have anticompetitive effects, 
as judged by the standards normally ap- 
plied in antitrust actions. 

The provision for review de novo in- 
dicated that an independent judicial 
determination was required and no spe- 
cial weight should be given to agency 
approval; it is the court’s judgment and 
not that of an agency which deter- 
mines whether a merger is legal. 

A stay should not be dissolved ex- 
cept under extraordinary conditions. 
“(T]he normal procedure should be 
maintenance of the status quo until the 
antitrust litigation has run its course 
lest consummation takes place and the 
unscrambling process that Congress 
abhorred in the case of banks be nec- 
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essary.” United States v. First City 
Nat’! Bank, 386 U.S. 361 (1967). 


{ 20.29. Geographic market; size of 
bank—evaluation of convenience and 
needs.—‘“Commercial banking” is the 
product market in which every horizon- 
tal bank merger will be judged. The 
size of the bank does not deter the ap- 
plication of antitrust laws. 


“Mergers of directly competing small 
commercial banks in small commu- 
nities, no less than those of large 
banks in large communities, are 
subject to scrutiny under these stan- 
dards. Indeed, competitive commer- 
cial banks, with their cluster of 
products and services, play a par- 
ticularly significant role in a small 
community unable to support a large 
variety of alternative financial insti- 
tutions. Thus, if anything, it is even 
more true in the small town than in 
the large city that ‘if the business- 
man is denied credit because his 
banking alternatives have been elim- 
inated by mergers, the whole edifice 
of anentrepreneurial system is threat- 
ened; if the costs of banking services 
and credit are allowed to become 
excessive by the absence of compet- 
itive pressures, virtually all costs, in 
our credit economy, will be affected 


In estimating the anticompetition ef- 
fects, a narrow geographic market 
should be used. 


“The localization of business typical 
of the banking industry is particu- 
larly pronounced when small cus- 
tomers are involved. We stated in 
Philadelphia Bank . . . that ‘in bank- 
ing the relevant geographical market 
is a function of each separate cus- 
tomer’s economic scale’—that ‘the 
smaller the customer, the smaller is 
his banking market geographically,’ 
.... Small depositors have little rea- 
son to deal with a bank other than 
the one most geographically con- 
venient to them.” 


The same geographic market should 
be used for evaluating the benefits to 
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the convenience and needs of a com- 
munity as for the anticompetitive ef- 
fects of the merger. United States v. 
Philipsburg Nat’l Bank & Trust Co., 
399 U.S. 350, 90 S. Ct. 2035, 26 L. 
Ed. 2d 658 (1970). 


€ 20.30. Bank mergers: Potential 
competition doctrine and regulatory 
restraints. —The principles of Section 7 
of the Clayton Act applicable to un- 
regulated industries apply also to the 
mergers between commercial banks; 
geographic market extension mergers 
by commercial banks must pass muster 
under the potential competition doc- 
trine. However, the application of the 
doctrine to commercial banking must 
take into account the unique federal 
and state regulatory restraints on entry 
into that line of commerce. In the cir- 
cumstances of the instant case, the legal 
barriers to entry, notably state law pro- 
hibitions against de novo branching, 
against branching from a branch office, 
and against multibank holding com- 
panies, negated the very basis of the 
potential competition doctrine grounded 
on relative freedom of entry. 

If the regulatory restraints are not 
determinative, the courts must con- 
sider the factors that are pertinent to 
any potential competition case includ- 
ing economic feasibility, likelihood of 
de novo entry, the capabilities and ex- 
pansion history of the acquiring firm, 
and the performance and structure 
characteristics of the target market. 
United States v. Marine Bancorp., Inc., 
418 U.S. 602, 94 S. Ct. 2856 (1974). 


€ 20.31. Bank mergers: Line of com- 
merce and geographic markets.—The 
legality of market extension mergers 
must be determined against the back- 
drop of properly defined product and 
geographic markets. 

The appropriate “line of commerce” 
within Section 7 of the Clayton Act in 
its application to banking cannot, in the 
circumstances prevailing in Connecti- 
cut, include both commercial banks 


FEDERAL DEPOSIT INSURANCE ACT § 18(c) 


and savings banks. 

The relevant geographic market is 
the localized area in which that bank 
is in significant direct competition with 
other banks. United States v. Connec- 
ticut Nat’l Bank, 418 U.S. 656 (1974). 


[Note: The decisions of the lower 
courts which follow must be read in 
the light of the Supreme Court deci- 
sions summarized above.] 


€ 20.32. Effect of merger between 
mutual savings bank and national bank. 
—When a mutual savings bank and a 
federally chartered national bank 
merged, depositors of the savings bank 
were required to accept shares of the 
resulting commercial bank as payment 
for the value of their equity in the sur- 
plus of the savings bank. Some of the 
depositors objected, claiming they were 
entitled to a right of appraisal and cash 
payment option for their share of the 
bank’s surplus. However, unlike other 
states, New Hampshire has no statute 
requiring that depositors in a mutual 
savings bank be given a cash option in 
the event of a merger. Such a depositor, 
when the savings bank is liquidated, re- 
ceives a windfall which he neither 
earned nor bargained for. The mutual 
savings bank depositor demands total 
safety and liquidity in his investment 
for a fixed rate of return. This distin- 
guishes him from the typical corporate 
shareholder, who by law is entitled to 
a cash option. /n re City Sav. Bank, 
309 A.2d 31 (N.H. 1973), 91 B.L.J. 
473. 


€ 20.33. Denial of merger held arbi- 
trary; nature of judicial review; remand. 
—FDIC denial of merger of two Wash- 
ington State thrift institutions, on 
ground that merger would be a signifi- 
cant precedent for the approval of other 
mergers in highly concentrated markets 
using entire state as the relevant geo- 
graphic market for possible antitrust 
violations, was held arbitrary. 

Where merger has been disapproved 
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by a regulatory authority, the judicial 
review is substantially more limited 
than review of approval. The review 
must be made on the entire administra- 
tive record, and the court should apply 
the guidelines of the Administrative 
Procedure Act, 5 U.S.C. §§ 551 et seq. 
and 701 et seq. 

The proper course of action when 
court finds that proposed merger was 
wrongly disapproved is to remand the 
case, even though the court might have 
been of the opinion that on the record 
the only proper decision was to grant 
approval. Washington Mut. Sav. Bank 
v. FDIC, 347 F. Supp. 790 (W.D. 
Wash. 1972), 90 B.L.J. 60, aff'd 482 
F.2d 459 (9th Cir. 1973) 91 B.L.J. 64. 


€ 20.34. Stay of approval of merger. 
—Stay of Federal Deposit Insurance 
Corporation’s approval of proposed 
bank merger because of possible anti- 
trust violation would not be removed 


unless complaint was frivolous. United 
State v. Citizens & So. Nat’l Bank, 339 
F. Supp. 1143 (N.D. Ga. 1972), 89 
B.L.J. 754. 


€ 20.35. Merger resulting in concen- 
trated banking.—The “Bennington 
area” can be considered a section of 
the country of economic significance 
for antitrust purposes under Section 7 
of the Clayton Act so that where the 
proposed merger of two commercial 
banks would result in concentrated 
banking in the Bennington area, they 
were rightfully denied approval to 
merge. The decision closely follows 
the Supreme Court ruling in United 
States v. Phillipsburg National Bank 
and Trust Co., 339 U.S. 350 (1970). 
United States v. County Nat'l Bank, 
339 F. Supp. 85 (D. Vt. 1972), 89 
B.L.J. 864. 


§ 20.36. Judicial review; de novo 
trial; burden of proof.—The court 
must consider the issues afresh in a 
review of bank merger cases. 


q 20.38 


The government had the burden of 
proof of establishing by preponderance 
of evidence that bank merger would in 
reasonable probability, substantially 
lessen competition. On the other hand, 
the burden was on the banks to estab- 
lish that the merger would result in 
clear and better bank services meeting 
the needs and requirements of the com- 
munity that clearly outweighed any 
anticompetitive effects resulting from 
the merger. United States v. Idaho First 
Nat’l Bank, 315 F. Supp. 261 (D. Idaho 
1970). 


€ 20.37. Phantom bank merger dis- 
allowed.—Plan of reorganization called 
for formation of “phantom bank” 
whereby unwilling minority sharehold- 
ers would be eliminated from owner- 
ship in resulting bank. Court disal- 
lowed plan, holding that such a merger 
of a “live bank” with a “phantom 
bank” could not be used as a means 
“to compel a stockholder to give up his 
statutory right to an interest in stock 
of the resulting bank.” Marcou v. Fed- 
eral Trust Co., 268 A.2d 629 (Me. 
1970), 88 B.L.J. 912. 


€ 20.38. The appropriate market; 
types of mergers.—In the case of a pro- 
posed merger between the second and 
fifteenth largest commercial banks, the 
relevant geographic market served also 
as a market where other financial in- 
stitutions competed for savings and 
the investment dollars. Thus, the com- 
mercial banking was not the sole rele- 
vant line of commerce to be considered 
in determining competitive effect. 

Referring to Elizinga, Tr. 275-277, 
the court apparently adopted the fol- 
lowing definition of the five types of 
mergers in vogue today: 


“There are five types of mergers rec- 
ognized today. The first is the ‘hori- 
zontal merger’ which is a merger be- 
tween two firms who are in direct 
competition, that is, producing the 
same product lines and operating in 
the same geographic markets. The 
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second is the ‘vertical merger’ which 
is a merger between two firms that 
have a buyer-seller relationship, that 
is, one produces a product that is 
then sold to the other. The third is 
the ‘product extension merger’ which 
is a merger between two firms that 
are not direct rivals but each pro- 
duces a product that is functionally 
related either in marketing or in pro- 
duction to the other. The fourth is 
a ‘geographic market extension mer- 
ger’ which is a merger between two 
firms that produce the same product 
line but do so in separate geographic 
markets and are not direct rivals. 
The fifth is a ‘pure conglomerate 
merger’ which is a residual category 
in which all mergers are placed that 
do not fit anywhere else and in 
which there seems to be no func- 
tional or meaningful relationship 
between the firms involved.” 


United States v. First Nat’l Bank of 
Jackson, 301 F. Supp. 1161, 1190 
(S.D. Miss. 1969). 


{ 20.39. Failure of proof of anti- 
competitive effect—In an action at- 
tacking a bank merger under both the 
Clayton and Sherman Acts, as well as 
the 1966 Bank Merger Act, the court 
decided that the merger of the defend- 
ant banks, Crocker-Anglo National 
Bank and Citizens National Bank, was 
lawful and not in violation of these 
Acts. The reasoning was as follows: 


“Throughout the trial plaintiff con- 
tended that a decision in this case 
upholding the legality of the instant 
merger would violate the basic legal 
principles on potential competition 
enunciated in the more recent opin- 
ions of the Supreme Court. The short 
answer to this contention is that 
plaintiff failed to prove that the prob- 
able effect of the merger would be 
a substantial lessening of competi- 
tion in any section of the country. 
This is a fact question. Our decision 
in this case in no way runs counter 
to the teachings of the Supreme 
Court, since it turns not on any dif- 
fering legal principles, but upon a 
particular factual situation which is 
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entirely different from that prevail- 
ing in any of the cases relied upon 
by plaintiff and one from which no 
potential adverse competitive effect 
in any section of the country may be 
reasonably inferred. 


“The court repeats that plaintiff has 
failed to prove that the instant mer- 
ger may tend substantially to lessen 
competition, actual or potential, or 
tend to create a monopoly, in any 
section of the country, and that even 
if we were to hypothesize any such 
anticompetitive effects, such effects 
are clearly outweighed in the public 
interest by the probable effect of the 
transaction in meeting the conven- 
ience and needs of the community to 
be served.” 


United States v. Crocker-Anglo Nat’ 
Bank, 227 F. Supp. 133 (N.D. Cal. 
1967), 86 B.L.J. 35. 


§{ 20.40. Preliminary injunction.— 
Preliminary injunction was denied the 
government in antitrust action to block 
merger of large San Francisco bank 
with Los Angeles bank, where the 
merging banks served different areas 
and were noncompetitive. United States 
v. Crocker-Anglo Nat’l Bank, 223 F. 
Supp. 849 (N.D. Cal. 1963), 81 B.L.J. 
392, 502. 


€ 20.41. Statute allowing merger; 
when unconstitutional.—If the Depart- 
ment of Banking had the power to act 
on a proposed merger and was not lim- 
ited by any standards, the statute al- 
lowing this would be unconstitutional; 
in Pennsylvania, by 7 P.S. § 819-204.1, 
subdiv. A, the Department of Bank- 
ing, when acting on a proposed merger, 
is limited by the standard of not the 
need for the merger, but whether the 
merger was for a legitimate purpose. If 
the Department based its denial of the 
merger on the standard of necessity, 
the Supreme Court may reverse its or- 
der. Dauphin Deposit Trust Co. v. 
Myers, 130 A.2d 686, 388 Pa. 444 
(1957). 
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Establishment of branch banks by state nonmember insured bank 
[{ 21.1] 
FDI Act § 18(d) (12 U.S.C. § 1828(d)) 


Branch Banks 


(d) No State nonmember insured bank (except a District bank) shall establish 
and operate any new branch unless it shall have the prior written consent of the 
Corporation, and no State nonmember insured bank (except a District bank) shall 
move its main office or any branch from one location to another without such con- 
sent. The factors to be considered in granting or withholding the consent of the 
Corporation under this subsection shall be those enumerated in section 1816 of 
this title. 


EDITORIAL COMMENTARY 


{ 21.2. Requirements considered in granting or withholding cor- 
porations consent to application 


This subsection is supplemented by 12 C.F.R. §§ 303.2, and 303.3, 304.3(g) and 
the forms prescribed thereunder (infra). 

For establishment of branches by national banking associations, see 12 U.S.C. 
§ 36. 


Section 1816 enumerates the following factors which are required to be considered 
in granting or withholding the consent of the Corporation to the application sub- 
mitted under this subsection: “The financial history and condition of the bank, the 
adequacy of its capital structure, its future earning prospects, the general character 
of its management, the convenience and needs of the community to be served by the 
bank and whether or not its corporate powers are consistent with the purposes of this 
chapter.” The nature of the corporate powers will apparently not be in issue as it 
will have been considered at the time of approving the application to become an 
insured bank (see § 1815). 

A “branch” is defined in section 3(0) of the Act [{ 3.1] as “any branch place of 
business . . . at which deposits are received, checks paid, or money lent.” This defi- 
nition includes tellers’ windows and other limited-service facilities that may not be 
“branches” under the laws of the respective States. 

Effective March 1, 1973, the Corporation’s Board of Directors, through the direc- 
tor of the Division of Bank Supervision, delegated authority to the fourteen regional 
directors to approve applications for de novo branches under certain circumstances. 
To insure uniformity throughout the various regions, certain criteria have been 
established and incorporated in the regulations [{ 53.12] that an applicant would 
have to satisfy as a minimum, though not necessarily a sufficient, requirement for 
approval of an application by a Regional Director. The Corporation’s Board of 
Directors, however, may approve an application, even though such application fails 
to meet all specified requirements that are applicable to approvals by regional 
directors. The delegation of authority does not include the power of denial; only the 
Corporation’s Board of Directors itself may deny an application for a branch office. 

As a matter of practice, the FDIC does not impose any serious impediments in 
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the establishment of branches and approaches the matter with a view to promoting 
the interests of the banking industry. 

The FDIC Report for 1973 discloses that during 1973, the Corporation received 
1,000 applications, 993 of which were approved; in fact, the regional directors, 
acting under their delegated powers, approved 611 of the applications (including 
also applications for facilities or other limited power branches). Seven applications 
were denied, two of which were based primarily on the fact that they appeared sub- 
stantially anticompetitive under the facts presented and the remainder on one or a 
combination of more than one of the other factors considered. 


Indemnity insurance [{ 22.1] 
FDI Act § 18(e) (12 U.S.C. § 1828(e)) 


The Corporation may require any insured bank to provide protection and indem- 
nity against burglary, defalcation, and other similar insurable losses. Whenever any 
insured bank refuses to comply with any such requirement, the Corporation may 
contract for such protection and indemnity and add the cost thereof to the assess- 
ment otherwise payable by such bank. 


EDITORIAL COMMENTARY 


{ 22.2. Providing protection and indemnity insurance 


It is expected that most banking associations will of their own accord provide 
protection and indemnity insurance against burglary, defalcation and similar insur- 
able losses. Where on an examination conducted or otherwise it is found that a bank 
does not adopt the normal precautions of taking out such insurance, the FDIC may 
itself effect insurance adding the cost to the assessment. 


Publication of reports [€ 23.1] 
FDI Act § 18(f) (12 U.S.C. § 1828(f)) 


(f) Whenever any insured bank (except a national bank or a District bank), 
after written notice of the recommendations of the Corporation based on a report of 
examination of such bank by an examiner of the Corporation, shall fail to comply 
with such recommendations within one hundred and twenty days after such notice, the 
Corporation shall have the power, and is authorized, to publish only such part of 
such report of examination as relates to any recommendation not complied with: 
Provided, That notice of intention to make such publication shall be given to the 
bank at least ninety days before such publication is made. 
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“ 23.2. Penalty for nonobservance of proper practices 


This subsection should be read with 12 U.S.C. § 1820 which deals with the termi- 
nation of insured status as the ultimate penalty for nonobservance of proper practices. 

The examination reports referred to concern banking procedures which, if unsafe 
and unsound, require rectification. The normal procedure is for the FDIC to inform 
the bank of the violations observed and instruct it to take the corrective measures 
indicated. The bank is generally allowed 120 days. At the end of this period, the 
bank is reexamined. If corrective measures have been taken, the case is closed. 
Where it appears that measures are being observed in good faith but that the cor- 
rective program is not complete, further time may be allowed. 

If necessary improvements are not made within the time specified, the Board may 
give written notice of not less than thirty days of its intention to terminate the insured 
status, fixing a time and place for hearing. 

Where the representative of a bank does not appear at the hearing, the FDIC will 
assume that the bank has no objection to the termination of its insurance status. 

Where there is a hearing and it is found that the bank has adopted unsafe and 
unsound practices or committed violations and has failed to rectify them, the Board 
may terminate the bank’s insurance, whereupon the bank is required to notify this 
fact to the depositors. 

After termination, no new deposits in the bank are insured, but the existing insured 
deposits less subsequent withdrawals continue to be insured for another two years. 


Interest on deposits [{ 24.1] 
FDI Act § 18(g) (12 U.S.C. § 1828(g)) 


Interest or dividends on demand deposits; definitions; 
regulation of interest rates 


(g) The Board of Directors shall by regulation prohibit the payment of interest 
or dividends on demand deposits in insured nonmember banks and for such purpose 
it may define the term “demand deposits”; but such exceptions from this prohibition 
shall be made as are now or may hereafter be prescribed with respect to deposits 
payable on demand in member banks by sections 142, 371a, 371b, 374, 374a, 461, 
462 and 462a—1 to 466 of this title or by regulations of the Board of Governors 
of the Federal Reserve System. The Board of Directors may from time to time, 
after consulting with the Board of Governors of the Federal Reserve System and the 
Federal Home Loan Bank Board, prescribe rules governing the payment and adver- 
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tisement of interest or dividends on deposits, including limitations on the rates of 
interest or dividends that may be paid by insured nonmember banks (including 
insured mutual savings banks) on time and savings deposits. The Board of Directors 
may prescribe different rate limitations for different classes of deposits, for deposits 
of different amounts or with different maturities or subject to different conditions 
regarding withdrawal or repayment, according to the nature or location of insured 
nonmember banks or their depositors, or according to such other reasonable bases 
as the Board of Directors may deem desirable in the public interest. The Board of 
Directors is authorized for the purposes of this subsection to define the terms “time 
deposits” and “savings deposits”, to determine what shall be deemed a payment of 
interest, and to prescribe such regulations as it may deem necessary to effectuate the 
purposes of this subsection and to prevent evasions thereof. Such regulations shall 
prohibit any insured nonmember bank from paying any time deposit before its 
maturity except upon such conditions and in accordance with such rules and regula- 
tions as may be prescribed by the Board of Directors, and from waiving any require- 
ment of notice before payment of any savings deposit except as to all savings deposits 
having the sarne requirement. The provisions of this subsection and of regulations 
issued thereunder shall also apply, in the discretion of the Board of Directors, to 
obligations other than deposits that are undertaken by insured nonmember banks or 
their affiliates for the purpose of obtaining funds to be used in the banking business. 
As used in this subsection, the term “affiliate” has the same meaning as when used 
in section 221a(b) of this title, except that the term “member bank”, as used in such 
section 221a(b) shall be deemed to refer to an insured nonmember bank. For each 
violation of any provision of this subsection or any lawful provision of such regula- 
tions relating to the payment of interest or dividends on deposits or to withdrawal of 
deposits, the offending bank shall be subject to a penalty of not more than $100, 
which the Corporation may recover for its use. During the period commencing on 
October 15, 1962, and ending on October 15, 1968, the provisions of this subsection 
shall not apply to the rate of interest which may be paid by insured nonmember 
banks on time deposits of foreign governments, monetary and financial authorities 
of foreign governments when acting as such, or international financial institutions 
of which the United States is a member. The authority conferred by this subsection 
shall also apply to noninsured banks in any State if the total amount of time and 
savings deposits held in all such banks in the State, plus the total amount of deposits, 
shares, and withdrawable accounts held in all building and loan, savings and loan, 
and homestead associations (including cooperative banks) in the State which are not 
members of a Federal home loan bank, is more than 20 per centum of the total 
amount of such deposits, shares, and withdrawable accounts held in all banks, and 
building and loan, savings and loan, and homestead associations (including coopera- 
tive banks) in the State. Such authority shall only be exercised by the Board of 
Directors with respect to such noninsured banks prior to July 31, 1970, to limit the 
rates of interest or dividends which such banks may pay on time and savings deposits 
to maximum rates not lower than 52 per cent per annum. Whenever it shall appear 
to the Board of Directors that any noninsured bank or any affiliate thereof is engaged 
or has engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of the provisions of this subsection or of any regulations there- 
under, the Board of Directors may, in its discretion, bring an action in the United 
States district court for the judicial district in which the principal office of the non- 
insured bank or affiliate thereof is located to enjoin such acts or practices, to enforce 
compliance with this subsection or any regulations thereunder, or for a combination 
of the foregoing, and such courts shall have jurisdiction of such actions, and, upon 
a proper showing, an injunction, restraining order, or other appropriate order may 
be granted without bond, 
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EDITORIAL COMMENTARY 


{ 24.2. Implementation of statute 


The subsection is implemented by 12 C.F.R. Part 329 [€ 63] which defines the 
terms used in the Act and regulates the advertisement and payment of interest or 
dividends on deposits in insured nonmember banks. The FDIC has issued an inter- 
pretative statement on advertising of interest or dividends on deposits—the text of 
the statement follows the regulations of 12 C.F.R. Part 329. 

The corresponding provisions with respect to member banks are contained in the 
Federal Reserve Act (see 12 U.S.C. §§ 371, 371a, 371b, and 461) and Regulation Q. 


{ 24.3. Application of interest rate 


In 1962, FDIC ruled on the application of interest rate limit as follows: 

A depository insured nonmember bank may not pay interest at a rate exceeding 
the applicable maximum rate for private investors on certificates of time deposits of 
foreign central banks or other qualified foreign institutions when such a certificate 
of deposit is transferred to an individual or “nonqualified” institution prior to its 
maturity. (FDIC Ruling, 27 Fed. Reg. 11798, (Nov. 30, 1962).) 

The FDIC also gave the following exemption: 

Time deposits of the Bank for International Settlements with insured state non- 
member banks of the FDIC are exempt from the interest rate limitations under the 
Federal Deposit Insurance Act. Public Law 87-827 amended subsection (g) of 
Section 18 of the Federal Deposit Insurance Act to remove for three years the 
ceiling on the interest rate that may be paid on time deposits of foreign governments 
and monetary and financial authorities of foreign governments when acting as such. 
(FDIC Ruling, 27 Fed. Reg. 11798 (Nov. 30, 1962).) 


[Note: This period of three years was extended to expire October 15, 1968.] 


Penalties for failure to file certified statements and paying assess- 
ments [€ 25.1] 
FDI Act § 18(h) (12 U.S.C. $ 1828(h)) 


Penalties 


(h) Any insured bank which willfully fails or refuses to file any certified state- 
ment or pay any assessment required under this chapter shall be subject to a penalty 
of not more than $100 for each day that such violations continue, which penalty the 
Corporation may recover for its use: Provided, That this subsection shall not be 
applicable under the circumstances stated in the proviso of subsection (b) of this 
section. 
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€ 25.2. Action for imposing penalty 


The action for imposing penalty is made under the provisions of 28 U.S.C. § 1355. 
Cf. commentary under {| 50 where text of statute is reproduced. 

Note the provisions of 12 C.F.R. § 304.1 [€ 54.1], which requires the filing of the 
certified statements with the fiscal agent of the Corporation upon the forms and in 
the manner prescribed. 

This regulation draws attention to the fact that assessments required to be certi- 
fied must be paid at the time of the filing of the statements. 


Reduction or retirement of capital stock, notes, or debentures; 
conversion of insured banks to insured state banks or non- 
insured institutions; consent of banking agencies [ 26.1] 
FDI Act § 18(i) (12 U.S.C. § 1828(i)) 


(i) (1) No insured State nonmember bank (except a District bank) shall, with- 
out the prior consent of the Corporation, reduce the amount or retire any part of 
its common or preferred capital stock, or retire any part of its capital notes or 
debentures. 


(2) No insured bank shall convert into an insured State bank if its capital stock 
or its surplus will be less than the capital stock or surplus, respectively, of the con- 
verting bank at the time of the shareholder’s meeting approving such conversion, 
without the prior written consent of— 


(A) the Comptroller of the Currency if the resulting bank is to be a District 
bank; 

(B) the Board of Governors of the Federal Reserve System if the resulting 
bank is to be a State member bank (except a District bank); 

(C) the Corporation if the resulting bank is to be a State nonmember in- 
sured bank (except a District bank). 


(3) Within the prior written consent of the Corporation, no insured bank shall 
convert into a noninsured bank or institution. 

(4) In granting or withholding consent under this subsection, the responsible 
agency shall consider— 


(A) the financial history and condition of the bank, 

(B) the adequacy of its capital structure, 

(C) its future earnings prospects, 

(D) the general character of its management, 

(E) the convenience and needs of the community to be served, and 

(F) whether or not its corporate powers are consistent with the purposes 
of this chapter. 
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EDITORIAL COMMENTARY 


{ 26.2. Reduction of capital stock 


The first paragraph of this subsection regulates the reduction or retirement of the 
capital stock or the retirement of capital notes and debentures of an insured State 
nonmember bank. This reduction or retirement is further subject to the provisions 
of the statutes under which this bank is organized. 

The applicable regulations and forms for retirement of capital are set forth in 
12 C.F.R. §§ 303.4 [© 53.4] and 304.3(j) [{ 54.3]. The form to be used is FDIC 
Form 100 [{ 90.31]. 

This paragraph does not affect the reduction of capital by national banks which 
requires, inter alia, a vote of shareholders owning two-thirds of the capital stock 
and prior approval of the Comptroller of the Currency. (See 12 U.S.C. § 59.) 


€ 26.3. Conversion of banks 


The second paragraph of this subsection regulates the conversion of an insured 
bank into an insured state bank, in those cases where the eventual capital stock or 
its surplus will be less than that existing at the time when conversion is approved 
by the shareholders. 

Additional to the prior approval of the responsible agency specified in this sub- 
section, a national bank must comply with the provisions of 12 U.S.C. §§ 214a, 214b, 
214¢, and 321. 

It follows from the wording of this section that, when the capital stock is not 
affected by the proposed conversion, the provisions of this subsection impose no 
restrictions unless the conversion is to a noninsured bank or institution. 

This last case is regulated by paragraph 3 of this subsection which requires the 
prior approval of the FDIC. 


Provisions relating to loans and other dealings between member 
banks and their affiliates applicable to nonmember insured 
banks; affiliates of nonmember insured banks [ 27.1] 

FDI Act § 18(j) (12 U.S.C. § 1828(j)) 


(j) The provisions of section 371c of this title relating to loans and other deal- 
ings between member banks and their affiliates, shall be applicable to every non- 
member insured bank in the same manner and to the same extent as if such nonmem- 
ber insured bank were a member bank; and for this purpose any company which 
would be an affiliate of a nonmember insured bank, within the meaning of section 
221a of this title and for the purposes of section 37 1c of this title, if such bank were 
a member bank shall be deemed to be an affiliate of such nonmember insured bank. 
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€ 27.2. Nonmember insured banks—transaction with affiliates 


This subsection makes 12 U.S.C. Section 371(c) applicable to nonmember in- 
sured banks. The effect of this is to impose the following restrictions on loans to and 
purchases of securities of affiliates: 


(1) A bank may not lend to or invest in any affiliate more than 10 percent of the 
capital stock and surplus of the bank. The limit of loans to and investments 
in all affiliates is 20 percent. 

(2) Similarly, a bank may not accept the capital stock, bonds, debentures, etc., of 
an affiliate as a collateral security for advances made to any person beyond 
the 10 percent limit. 


Within the limits prescribed, any such loan to an affiliate must be secured by 
stocks, bonds, or other such obligations having a market value of at least 20 percent 
more than the loan or at least 10 percent more if the security consists of obligations 
of any state or any political subdivisions. These margins of 10 percent and 20 per- 
cent are not required where the loan is secured by obligations of the United States 
government, the federal intermediate credit banks, the federal loan banks, the fed- 
eral home loan banks, or commercial paper eligible for rediscount or for purchase 
by federal reserve banks. 

The term affiliate must be construed with reference to the definitions in 12 U.S.C. 
§§ 221 and 371(c). An analysis of these statutory provisions yields the following 
definition: 


B is an affiliate of A if any of the following conditions are satisfied: 


(1) Where A directly or indirectly: 

(a) Owns or controls a majority of the voting shares of B, or 

(b) Owns or controls more than 50 percent of the number of shares voted for 
the election of B’s directors, trustees or other persons exercising similar 
functions at the preceding election, or 

(c) Controls in any manner the election of a majority of B’s directors, trustees 
or other persons exercising similar functions; 

Where the control of B is held directly or indirectly (through stock ownership 

or in any other manner) by shareholders of A where such shareholders: 

(a) Own or control a majority of the voting shares of A, or 

(b) Own or control more than 50 percent of the number of shares for the 
election of directors of A at the preceding election; 

Where the control of B is held directly or indirectly (through stock ownership 

or in any other manner) by trustees for the benefit of the shareholders of A; or 

Where a majority of the directors or trustees of B or other persons exercising 

similar functions in respect of B are directors of A; or 

Where B directly or indirectly: 

(a) Owns or controls a majority of the shares of capital stock of A, or 

(b) Owns or controls more than 50 percent of the number of shares voted for 
the election of directors of A; or 

Where B controls in any manner the election of a majority of the directors 

of A; or 
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(7) Where all or substantially all the capital stock of A is held by trustees for the 
benefit of the shareholders or members of B. 

(8) Where B is a bankholding company of which A is a subsidiary within the 
meaning of the Bank Holding Company Act that is to say, (1) B directly or 
indirectly owns or controls 25 percent or more of the voting shares of A (ex- 
cluding shares owned by the United States or any company wholly owned by the 
United States); (2) B in any manner controls the election of a majority of 
directors of A (3) when the Board of Governors of the Federal Reserve Sys- 
tem after notice and opportunity of hearing, determines that B has the power 
directly or indirectly to exercise a controlling influence with respect to the 
management and policies of A. 

When B is a subsidiary of a bank holding company of which A is a subsidiary 
within the meaning of the Bank Holding Company Act. 


State usury ceilings inapplicable to certain obligations issued by 
insured nonmember banks and affiliates [{ 28.1] 
FDI Act § 18(k) (12 U.S.C. § 1828(k)) 


(k) No insured nonmember bank or affiliate thereof, or any successor or as- 
signee of such bank or affiliate or any endorser, guarantor, or surety of such bank 
or affiliate may plead, raise, or claim, directly or by counterclaim, setoff, or other- 
wise, with respect to any deposit or obligation of such bank or affiliate, any defense, 
right, or benefit under any provision of a statute or constitution of a State or of a 
territory of the United States, or of any law of the District of Columbia, regulating 
or limiting the rate of interest which may be charged, taken, received, or reserved, 
and any such provision is hereby preempted, and no civil or criminal penalty which 
would otherwise be applicable under such provision shall apply to such bank or 
affiliate or to any other person. 


EDITORIAL COMMENTARY 


€ 28.2. Applicability of provision 


This subsection was added by Public Law 93-501, Section 302. Section 306 of 
the law provides that this amendment applies to any deposit made or obligation 
issued in any state after the date of enactment of the law, namely, October 29, 
1974, but prior to the earlier of (1) July 1977 or (2) the date on which the state 
enacts a provision of law which limits the amount of interest which may be charged 
in connection with deposits or obligations referred to in the above subsection. 
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Conditions governing employment of personnel [ 29.1] 
FDI Act § 19 (12 U.S.C. § 1829) 


Except with the written consent of the Corporation, no person shall serve as a 
director, officer, or employee of an insured bank who has been convicted, or who is 
hereafter convicted, of any criminal offense involving dishonesty or a breach of trust. 
For each willful violation of this prohibition, the bank involved shall be subject to 
a penalty of not more than $100 for each day this prohibition is violated, which the 
Corporation may recover for its use. 


Sept. 21, 1950, c. 967, § 2[19], 64 Stat. 893. 


EDITORIAL COMMENTARY 


€ 29.2. Statutory incapacity for criminal offense for officer of 
insured bank 


This section imposes a statutory incapacity upon those who are or have been 
convicted of a criminal offense involving dishonesty or breach of trust to serve as 
director, officer or employee of an insured bank. This section, however, imposes a 
penalty not on the persons so incapacitated but upon the bank he serves. The word- 
ing of the statute is peculiar, but apparently the intent was to prohibit banks from 
employing such persons without the consent of the FDIC. Any service in violation 
of this section is penalized and penalty may be recovered from the employer bank 
in proceedings in conformity with 28 U.S.C. § 1355. 

It is apparent that in order to be barred for service under this section, there must 
have been an actual conviction for the specified offenses; an arrest not followed by 
a conviction is not a bar. The FDIC has therefore explained that the prohibition 
applies specifically to “criminal conviction” for dishonesty and breach of trust, and 
not in respect of minor misdemeanors such as juvenile delinquency, infraction of 
youth codes, or disorderly conduct even though conviction may have resulted. 

The guidelines adopted by the FDIC are set forth in { 74.6. These guidelines indi- 
cate the precise circumstances in which an application under this section is required 
to be made for obtaining the consent of the FDIC to the employment of persons in 
an insured bank. 

Provision exists in the regulations (28 C.F.R. § 50.12 [€ 74.7]) enabling the FBI 
to approve procedures and expend funds for exchange of identification records with 
federally chartered or insured banks for the purpose of employment and licensing. 
In accordance with the procedure in force from July 1, 1974, the FBI will furnish 
identification records containing arrest information on request of such institutions 
except that information arrest data more than one year old, not accompanied by 
depositional information will not be submitted. 

In respect of a director or officer whose conduct unfits him to participate in the 
affairs of an insured bank, the appropriate Federal Agency has been given the 
necessary powers to act (see § 8-12 U.S.C. § 1818 and commentary thereunder). 

The subject heading of this section is misleading in that the section deals only with 
one aspect of the conditions governing employment of personnel. 

For regulations concerning employee responsibility and conduct see 12 C.F.R. 
Part 336 [4 70}. 
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Participation by state nonmember insured banks in lotteries and 
related activities [€ 30.1] 
FDI Act § 20 (12 U.S.C. § 1829(a)) 


(a) A State nonmember insured bank may not— 


(1) deal in lottery tickets: 

(2) deal in bets used as a means or substitute for participation in a lottery; 

(3) announce, advertise, or publicize the existence of any lottery; 

(4) announce, advertise, or publicize the existence or identity of any partici- 
pant or winner, as such, in a lottery. 


Use of banking premises prohibited 
(b) A State nonmember insured bank may not permit— 


(1) the use of any part of any of its banking offices by any person for any 
purpose forbidden to the bank under subsection (a) of this section, or 

(2) direct access by the public from any of its banking offices to any premises 
used by any person for any purpose forbidden to the bank under subsection (a) 
of this section. 


Definitions 
(c) As used in this section— 


(1) The term “deal in” includes making, taking, buying, selling, redeeming, 
or collecting. 

(2) The term “lottery” includes any arrangement whereby three or more per- 
sons (the “participants”) advance money or credit to another in exchange for 
the possibility or expectation that one or more but not all of the participants 
(the “winners”) will receive by reason of their advances more than the amounts 
they have advanced, the identity of the winners being determined by any means 
which includes— 


(A) a random selection; 
(B) a game, race, or contest; or 
(C) any record or tabulation of the result of one or more events in which 
any participant has no interest except for its bearing upon the possibility that 
he may become a winner. 
(3) The term “lottery ticket” includes any right, privilege, or possibility (and 
and ticket, receipt, record, or other evidence of any such right, privilege, or 
possibility) of becoming a winner in a lottery. 


Lawful banking services connected with operation of lottery 


(d) Nothing contained in this section prohibits a State nonmember insured bank 
from accepting deposits or cashing or otherwise handling checks or other negotiable 
instruments, or performing other lawful banking services for a State operating a 
lottery, or for an officer or employee of that State who is charged with the adminis- 
tration of the lottery. 


Regulations; enforcement 


(e) The Board of Directors shall prescribe such regulations as may be necessary 
to the strict enforcement of this section and the prevention of evasions thereof. 
Sept. 21, 1950 c. 967, § 2(20), as added Dec. 15, 1967, Pub. L. 90-203, § 3, 81 
Stat. 610. 
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€ 30.2. Amendments 


This section was added by Pub. L. 90-203 which provided also for similar amend- 
ments to the National Bank Act (see 12 U.S.C. § 25a), the Federal Reserve Act 
(see § 9a-12 U.S.C. § 339), and the National Housing Act (§ 410-12 U.S.C. § 1730c). 
§ 5(a) of Pub. L. 90-203, classified to 18 U.S.C. § 1306 provides a penalty for the 
violation of the prohibitions enacted and is in these terms: 


“18 U.S.C. § 1306. Whoever knowingly violates section 5136A of the Revised 
Statutes of the United States, section 9A of the Federal Reserve Act, section 20 of 
the Federal Deposit Insurance Act, or section 410 of the National Housing Act 
shall be fined not more than $1,000 or imprisoned not more than one year, or both.” 


Though the penal provision is classified to 18 U.S.C. Chapter 61 entitled “Lot- 
teries,” the meaning accorded to the term “lottery” by the decisions under the other 
sections of the chapter will not necessarily control. The section under consideration 
itself proceeds to define the term “lottery” in subsection (c)(2). In view of the 
inclusive nature of this definition, the other meanings cannot, of course, be dis- 
counted; but whatever the other meanings may be, they must necessarily include the 
special meaning ascribed to the term in the section. 

The section contemplates the issue of necessary regulations by the Board of Direc- 
tors of the FDIC to ensure strict enforcement, but no regulation has so far been 
promulgated. 


Retention of records by insured banks [§ 31.1] 
FDI Act § 21 (12 U.S.C. § 1829(b)) 


(a)(1) The Congress finds that adequate records maintained by insured banks 
have a high degree of usefulness in criminal, tax, and regulatory investigations and 
proceedings. The Congress further finds that microfilm or other reproductions and 
other records made by banks of checks, as well as records kept by banks of the 
identity of persons maintaining or authorized to act with respect to accounts therein, 
have been of particular value in this respect. 

(2) It is the purpose of this section to require the maintenance of appropriate 
types of records by insured banks in the United States where such records have 
a high degree of usefulness in criminal, tax, or regulatory investigations or pro- 
ceedings. 


Rules and regulations 


(b) Where the Secretary of the Treasury (referred to in this section as the 
“Secretary”) determines that the maintenance of appropriate types of records and 
other evidence by insured banks has a high degree of usefulness in criminal, tax, 
or regulatory investigations or proceedings, he shall prescribe regulations to carry 
out the purposes of this section. 
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Identity of persons having accounts and persons authorized to act 
with respect to such accounts; exemptions 


(c) Each insured bank shall maintain such records and other evidence, in such 
form as the Secretary shall require, of the identity of each person having an account 
in the United States with the bank and of each individual authorized to sign checks, 
make withdrawals, or otherwise act with respect to any such account. The Secretary 
may make such exemptions from any requirement otherwise imposed under this 
subsection as are consistent with the purposes of this section. 


Reproduction of checks, drafts, and other instruments; 
record of transactions; identity of party 


(d) Each insured bank shall make, to the extent that the regulations of the 
Secretary so require— 

(1) a microfilm or other reproduction of each check, draft, or similar instru- 
ment drawn on it and presented to it for payment; and 

(2) a record of each check, draft, or similar instrument received by it for 
deposit or collection, together with an identification of the party for whose ac- 
count it is to be deposited or collected, unless the bank has already made a 
record of the party’s identity pursuant to subsection (c) of this section. 


Identity of persons making transactions reportable under the 
Currency and Foreign Transactions Reporting Act 


(e) Whenever any individual engages (whether as principal, agent, or bailee) in 
any transaction with an insured bank which is required to be reported or recorded 
under the Currency and Foreign Transactions Reporting Act, the bank shall re- 
quire and retain such evidence of the identity of that individual as the Secretary 
may prescribe as appropriate under the circumstances. 


Additions to or substitutes for required records 
(f) In addition to or in lieu of the records and evidence otherwise referred to 
in this section, each insured bank shall maintain such records and evidence as the 
Secretary may prescribe to carry out the purposes of this section. 


Retention period 
(g) Any type of record or evidence required under this section shall be retained 
for such period as the Secretary may prescribe for the type in question. Any period 
so prescribed shall not exceed six years unless the Secretary determines, having 
regard for the purposes of this section, that a longer period is necessary in the case 
of a particular type of record or evidence 


Report to Congress by Secretary of the Treasury 
(h) The Secretary shall include in his annual report to the Congress information 
on his implementation of the authority conferred by this section and any similar 
authority with respect to recordkeeping or reporting requirements conferred by 
other provisions of law. 


Sept. 21, 1950, c. 967, § 2[21], as added Oct. 26, 1970, Pub. L. 91-508, Title I, 
§ 101, 84 Stat. 1114. 


5 
= 





FEDERAL DEPOSIT INSURANCE ACT § 21 


EDITORIAL COMMENTARY 


€ 31.2. “Bank Secrecy Act” 


This section, which is an integral part of the Federal Deposit Insurance Act, is 
one of the series of statutory provisions included in the so-called Bank Secrecy Act. 
For a further commentary, see { 101.2 in Part Two of this volume. 


Policy of nondiscrimination against nonmember banks [§ 32.1] 
FDI Act § 22 (12 U.S.C. § 1830) 


It is not the purpose of this chapter to discriminate in any manner against State 
nonmember banks and in favor of national or member banks; but the purpose is 
to provide all banks with the same opportunity to obtain and enjoy the benefits of 
this chapter. No bank shall be discriminated against because its capital stock is 
less than the amount required for eligibility for admission into the Federal Reserve 
System. 


Sept. 21, 1950, c. 967, § 2[22], formerly § 2[20], 64 Stat. 893, renumbered Dec. 
15, 1967, Pub. L. 90-203, § 3, 81 Stat. 610, as § 2[21] and renumbered further 
Oct. 26, 1970, Pub. L. 91-508, Title I, § 101, 84 Stat. 1114. 


Separability of certain provisions of this chapter [{ 33.1] 
FDI Act § 23 (12 U.S.C. § 1831) 


The provisions of this chapter limiting the insurance of the deposits of any de- 
positor to a maximum less than the full amount shall be independent and separable 
from each and all of the provisions of this chapter. 


Sept. 21, 1950, c. 967, § 2[23], formerly § 2[21], 64 Stat. 894, renumbered Dec. 
15, 1967, Pub. L. 90-203, § 3, 81 Stat. 610, as § 2[22] and renumbered further 
Oct. 26, 1970, Pub. L. 91-508, Title I, § 101, 84 Stat. 1114. 


State-chartered insured banks [€ 34.1] 
FDI Act § 24 (12 U.S.C. § 1831(a)) 


(a) In order to prevent discrimination against State-chartered insured banks 
with respect to interest rates, if the applicable rate prescribed in this subsection 
exceeds the rate such State bank would be permitted to charge in the absence of 
this subsection, a State bank may in the case of business or agricultural loans in 
the amount of $25,000 or more, notwithstanding any State constitution or statute, 
which is hereby preempted for the purposes of this section, take, receive, reserve, 
and charge on any loan or discount made, or upon any note, bill or ' exchange, or 


1 So in original, should read “of”. 
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other evidence of debt, interest at a rate of not more than 5 per centum in excess 
of the discount rate on ninety-day commercial paper in effect at the Federal Re- 
serve bank in the Federal Reserve district where the bank is located, and such 
interest may be taken in advance, reckoning the days for which the note, bill, or 
other evidence of debt has to run. 


Interest overcharge; forfeiture; interest payment recovery 


(b) If the rate prescribed in subsection (a) of this section exceeds the rate such 
State bank would be permitted to charge in the absence of this paragraph, and such 
State fixed rate is thereby preempted by the rate described in subsection (a) of this 
section, the taking, receiving, reserving, or charging a greater rate of interest than 
is allowed by subsection (a), when knowingly done, shall be deemed a forfeiture 
of the entire interest which the note, bill, or other evidence of debt carries with it, 
or which has been agreed to be paid thereon. If such greater rate of interest has 
been paid, the person who paid it may recover in a civil action commenced in a 
court of appropriate jurisdiction not later than two years after the date of such 
payment, an amount equal to twice the amount of the interest paid from the State 
bank taking or receiving such interest. 


Sept. 21, 1950, c. 967, § 2[24], as added Oct. 29, 1974, Pub. L. 93-501, Title II, 
§ 202, 88 Stat. 1558. 


Effective Date. Section 206 of Pub. L. 93-501 provided that: “The amendments made 
by this title [which enacted this section and section 1730e of this title, amended section 
85 of this title and section 687 of Title 15, Commerce and Trade, and enacted provisions 
set out as a note under this section] shall apply to any loan made in any State after the 
date of enactment of this title [Oct. 29, 1974), but prior to the earlier of July 1, 1977, 
or the date (after the date of enactment of this title) on which the State enacts a provi- 
sion of law which prohibits the charging of interest at the rates provided in the amend- 
ments made by this title.” 


Separability of Provisions. Section 205 of Pub. L. 93-501 provided that: “If any pro- 
vision of this title [which enacted this section and section 1730e of this title, amended 
section 85 of this title and section 687 of Title 15, Commerce and Trade, and enacted 
provisions set out as a note under this section] or the application of such provision to 
any person or circumstance shall be held invalid, the remainder of the title and the appli- 
cation of such provision to any person or circumstance other than that as to which it is 
held invalid shall not be affected thereby.” 


Disclosures with respect to certain federally related mortgage 
loans [€ 35.1] 
FDI Act § 25 (12 U.S.C. § 1831(b)) 


Identity of beneficiary interest as condition for a loan; report of bank to Corporation 


(a) No insured bank, or mutual savings or cooperative bank which is not an 
insured bank, shall make any federally related mortgage loan to any agent, trustee, 
nominee, or other person acting in a fiduciary capacity without the prior condition 
that the identity of the person receiving the beneficial interest of such loan shall at 
all times be revealed to the bank. At the request of the Corporation, the bank shall 
report to the Corporation on the identity of such person and the nature and amount 
of the loan, discount, or other extension of credit. 





PUBLIC LAW 93-100 


Enforcement; bank status 


(b) In addition to other available remedies, this section may be enforced with 
respect to mutual savings and cooperative banks which are not insured banks in 
accordance with section 1818 of this title, and for such purpose such mutual sav- 
ings and cooperative banks shall be held and considered to be State nonmember 
insured banks and the appropriate Federal agency with respect to such mutual 
savings and cooperative banks shall be the Federal Deposit Insurance Corporation. 


Sept. 21, 1950, c. 967, § 2[25], as added Dec. 22, 1974, Pub. L. 93-533, § 11(a), 
88 Stat. 1729. 


Effective Date. Section effective 180 days after Dec. 22, 1974. 


Exemptions; Regulations. Exemption by regulatiou of classes and transactions from 
provisions of this section, see section 11(c) of Pub. L. 93~533. 


Prohibition on certain activities by depository institutions [€ 36.1] 
Pub. L. 93-100 (12 U.S.C. § 1832) 


Withdrawal by negotiable or transferable instruments; exceptions 


(a) No depository institution shall allow the owner of a deposit or account on 
which interest or dividends are paid to make withdrawals by negotiable or trans- 
ferable instruments for the purpose of making transfers to third parties, except that 
such withdrawals may be made in the States of Massachusetts and New Hampshire. 


Definition 


(b) For purposes of this section, the term “depository institution” means— 
(1) any insured bank as defined in section 1813 of this title: 
(2) any State bank as defined in section 1813 of this title; 
(3) any mutual savings bank as defined in section 1813 of this title; 
(4) any savings bank as defined in section 1813 of this title; 
(5) any insured institution as defined in section 1724 of this title; and 
(6) any building and loan association or savings and loan association orga- 
nized and operated according to the laws of the State in which it is chartered 
or organized; and, for purposes of this paragraph, the term “State” means any 
State of the United States, the District of Columbia, any territory of the United 
States, Puerto Rico, Guam, American Samoa, or the Virgin Islands. 


Fine 


(c) Any depository institution which violates this section shall be fined $1,000 
for each violation. 


Pub. L. 93-100, § 2, Aug. 16, 1973, 87 Stat. 342. 


[Effective Date. Section effective on the thirtieth day after Aug. 16, 1973, see section 8 
of Pub. L. 93-100.] 
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REGULATIONS; NOTIFICATIONS 


[{ 51] Introductory 
(12 C.F.R. Part 301) 


{{ 51.1] § 301.1 Scope. 


The rules contained in this subchapter are promulgated pursuant to the provi- 
sions of Subchapter II of Chapter 5 of Title 5, United States Code, the Federal 
Deposit Insurance Act (12 U.S.C. §§ 1811-1831), and other applicable laws. In 
accordance with the provisions of section 552(a)(1) of Title 5, United States Code 
they state (1) the established places at which, the officers from whom, and the 
methods whereby, the public may secure information, make submittals or requests, 
or obtain decisions, (2) the general course and method by which the Corporation’s 
functions are channeled and determined, including the nature and requirements of 
all formal and informal procedures available, and (3) rules of procedure, descrip- 
tions of forms available, or the places at which forms may be obtained, and instruc- 
tions as to the scope and contents of all papers, reports, or examinations, except to 
the extent exempted by law. This subchapter also includes appropriate provisions 
with respect to rule making, adjudications, and hearings, as prescribed by law. 
A current description of the Corporation’s central and field organization is sepa- 
rately published in the FEDERAL REGISTER. Proceedings by the Corporation within 
the meaning of this subchapter include: 


(a) The formulation and promulgation of rules and regulations, including 
amendments thereto or the repeal thereof; 

(b) The disposition of applications, requests, and submittals; 

(c) Formal and informal hearings and adjudications. 


(Sec. 9, 64 Stat. 881; 12 U.S.C. § 1819) [32 F.R. 9638, July 4, 1967, as amended 
at 36 F.R. 3112, Feb. 18, 1971] 


[{ 52] Formulation and promulgation of rules and regulations 
(12 C.F.R. Part 302) 


Sec. 

302.1 Notice. 

302.2 Public participation. 
302.3 Formulation of rules. 
302.4 Petitions. 

302.5 Effective date. 

302.6 Exceptions. 

302.7 Amendment and repeal. 


AuTuHority: The provisions of this Part 302 issued under sec. 9, 64 Stat. 881; 


12 U.S.C. § 1819. 
SouRcE: The provisions of this Part 302 appear at 15 F.R. 8628, Dec. 6, 1950, 


unless otherwise noted. 
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[{ 52.1] § 302.1 Notice. 


General notice or proposed rule making, including amendments thereto or repeal 
thereof, will be published in the FEDERAL REGISTER, except as specified in § 302.6, 
or otherwise excepted by law. Such notice will include either the terms or sub- 
stance of the proposed rule or a description of the subjects and issues involved, 
reference to the authority under which the rule is proposed, and a statement of the 
time, place, and nature of the public proceedings for making the rule. 


[€ 52.2] § 302.2 Public participation. 


Interested persons will be afforded an opportunity to participate in the making 
of any rule, except as specified in § 302.6, or otherwise excepted by law, through 
the submission of written data, views, or arguments, unless the board of directors 
shall specifically provide an opportunity for the oral presentation thereof. 


{€ 52.3] § 302.3 Formulation of rules. 


After consideration of all relevant matter presented, the duly constituted com- 
mittees will submit their recommendations to the board of directors and, in col- 
laboration with appropriate Divisions, will prepare drafts of any proposed rules 
or amendments. The board of directors will take such action thereon as it deems 
appropriate and in any rule adopted will incorporate therein a concise general state- 
ment of its basis and purpose. 


[15 F.R. 8628, Dec. 6, 1950, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 52.4] § 302.4 Petitions. 


Any interested person may petition the Corporation for the issuance, amend- 
ment, or repeal of any rule by submitting such petition in writing together with a 
complete and concise statement of the petitioner’s interest in the subject matter 
and the reasons why the petition should be granted. Such petition should be sub- 
mitted to the Executive Secretary of the Corporation. 


[15 F.R. 8628, Dec. 6, 1950, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 52.5] § 302.5 Effective date. 


Any rule issued by the Corporation will be published or served not less than 
thirty (30) days prior to the effective date thereof except as specified in § 302.6 


or otherwise excepted by law. 


[{ 52.6] § 302.6 Exceptions. 


Whenever the Corporation finds that notice of, and public participation in, rule 
making is impracticable, unnecessary, or contrary to the public interest, or there 
is good cause why the effective date of any rule should not be deferred for thirty 
(30) days, the provisions of §§ 302.1, 302.2, and 302.5 shall not apply; and any 
such rule when published will incorporate the finding and a brief statement of the 
reasons therefor. 
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[{ 52.7] § 302.7 Amendment and repeal. 


The right to alter, amend, or repeal the whole or any part of any rule except 
as otherwise provided by law, is expressly reserved. 


[{ 53] Applications, requests, and submittals 
(12 C.F.R. Part 303) 


Sec. 

303.1 Application by nonmember bank for deposit insurance. 

303.2 Application by insured State nonmember bank to establish a branch. 

303.3 Application by insured State nonmember bank to move main office or 
branch. 

303.4 Application by insured State nonmember bank to reduce or retire capital. 

303.5 Application for conversion, merger, consolidation, assumption, and sale 
of asset transactions. 

303.6 Application by insured State nonmember bank to extend its corporate 
or charter powers. 

303.7 Application to continue or resume insured status. 

303.8 Application for exemption from or exception to advertising require- 
ments. 

303.9 Other applications. 

303.10 Procedure on applications. 

303.11 Delegation of authority to act on certain applications. 

303.12 Applications where authority to act is not delegated. 

303.13 Other delegations of authority. 

303.14 Application procedures. 


AUTHORITY: The provisions of this Part 303 issued under secs. 5, 6, 8, 9, 18, 
19, 64 Stat. 876, 879, 881, 891, 893; 12 U.S.C. 1815, 1816, 1818, 1819, 1828, 
1829. 


SourcE: The provisions of this Part 303 appear at 32 F.R. 10556, July 19, 
1967, unless otherwise noted. 


[§ 53.1] § 303.1 Application by nonmember bank’ for deposit insurance. 


Application for deposit insurance by an existing or proposed State nonmember 
bank should be filed with the Regional Director of the Federal Deposit Insurance 
Corporation Region in which the bank or proposed bank is or will be located. Any 
such application by an existing bank must be accompanied by separate applications 
for the consent of the Corporation to the continued operation of each branch which 
it proposes to continue to operate. Any such application by a proposed bank must 
be accompanied by a separate application for the consent of the Corporation to 
establish and operate each proposed branch. The appropriate forms of application 
and instructions for completing the same may be obtained upon request from the 
Regional Director of the Region in which the application originates. (See Part 304 
of this title for list of forms and instructions. ) 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


1 A nonmember bank is a bank which is not a member of the Federal Reserve System. 
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[€ 53.2] § 303.2 Application by insured state nonmember bank to establish a 
branch.” 


Application by an insured State nonmember bank (except a District bank) to 
establish and operate a new branch should be filed with the Regional Director of the 
Federal Deposit Insurance Corporation Region in which the bank is located. The 
appropriate form of application and instructions for completing the same may be 
obtained upon request from the Regional Director of the Region in which the appli- 
cation originates. (See Part 304 of this title for list of forms and instructions. ) 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971; 36 F.R. 
3112, Feb. 18, 1971] 


[{ 53.3] § 303.3 Application by insured state nonmember bank to move main 
office or branch. 


Application for the consent of the Corporation to move the main office or branch 
of an insured State nonmember bank (except a District bank) should be filed with 
the Regional Director of the Federal Deposit Insurance Corporation Region in which 
the bank is located. The appropriate form of application and instructions for com- 
pleting the same may be obtained upon request from the Regional Director of the 
Region in which the application originates. (See Part 304 of this title for list of forms 
and instructions. ) 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 53.4] § 303.4 Application by insured state nonmember bank to reduce or 
retire capital. 


Application for the consent of the Corporation to the reduction in the amount, or 
retirement of any part, of the common or preferred capital stock, or retirement of any 
of the capital notes or debentures, of an insured State nonmember bank (except a 
District bank) should be filed with the Regional Director of the Federal Deposit 
Insurance Corporation Region in which the bank is located. The appropriate form 
of application and instructions for completing the same may be obtained upon request 
from the Regional Director of the Region in which the application originates. (See 
Part 304 of this title for list of forms and instructions. ) 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


{[{ 53.5] § 303.5 Application for conversion, merger, consolidation, assumption 
and sale of asset transactions. 


(a) With noninsured bank or institution. Application by an insured bank for 
the consent of the Corporation to merge or consolidate with a noninsured bank or 
institution, or to convert into a noninsured institution, or to assume liability to 
pay any deposits made in, or similar liabilities of, any noninsured bank or insti- 
tution, or to transfer assets to any noninsured bank or institution in consideration 
of the assumption of liability for any portion of the deposits made in such insured 
bank, together with copies of all agreements or proposed agreements relating 

2 “The term ‘branch’ includes any branch bank, branch office, branch agency, additional 
office, or any branch place of business located in any State of the United States or in any 
Territory of the United States, Puerto Rico, Guam, American Samoa, or the Virgin 
Islands at which deposits are received or checks paid or money lent.” (Sec. 3(0) of the 
Federal Deposit Insurance Act, as amended (12 U.S.C. § 1813{0)). 





I-109 REGULATIONS—12 C.F.R. PT. 303 4 33.7 


thereto, should be filed with the Regional Director of the Federal Deposit Insur- 
ance Corporation Region in which the insured bank is located. The appropriate 
form of application and instructions for completing the form, as well as instruc- 
tions concerning notice to depositors, may be obtained upon request from the 
office of said Regional Director. 

(b) Conversion with diminution of capital or surplus. Application for the 
appropriate form of application and into an insured State nonmember bank 
(except a District bank )—when ‘he conversion will result in the converted bank’s 
having less capital stock or surplus than the converted bank at the time of the 
shareholders’ meeting approving such conversion—together with copies of the 
charter and/or articles of association of the converted bank, should be filed with 
the Regional Director of the Federal Deposit Insurance Corporation Region in 
which the insured bank is located. The appropriate form of application and 
instructions for completing the form may be obtained upon request from the 
office of said Regional Director. 

(c) Merger, consolidation, asset acquisition or assumption transaction between 
insured banks. Application by an insured bank for the consent of the Corporation 
to merge or consolidate with, acquire the assets of, or assume the liability to pay 
any deposits made in, another insured bank—when the resulting or assuming bank 
is to be an insured State nonmember bank (except a District bank )—together 
with copies of all agreements or proposed agreements relating thereto, including 
the charter or articles of incorporation of the resulting or assuming bank, should 
be filed with the Regional Director of the Federal Deposit Insurance Corporation 
Region in which the resulting or assuming bank is located. The appropriate form 
of application and instructions for completing the same may be obtained upon 
request from the office of said Regional Director. 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 53.6] § 303.6 Application by insured State nonmember bank to extend its 
corporate or charter powers. 


Application for the consent of the Corporation to the extension of the corporate 
or charter powers of an insured State nonmember bank (except a District bank) 
should be filed with the Regional Director of the Federal Deposit Insurance Cor- 
poration Region in which the bank is located. The appropriate form of applica- 
tion and instructions for completing the same may be obtained upon request from 
the Regional Director of the Region in which the application originates. (See 
Part 304 of this title for list of forms and instructions. ) 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 53.7] § 303.7 Application to continue or resume insured status. 


Application under § 327.3(c) of this title by a bank whose insured status has 
been terminated for permission to continue or to resume its status as an insured 
bank should be filed with the Regional Director of the Federal Deposit Insurance 
Corporation Region in which the bank is located. Such application should (a) be 
in writing, (b) be signed by the president, or cashier, or other managing officer 
of the bank, (c) be accompanied by a certified copy of the resolution of its board 
of directors authorizing the submission of such application, (d) contain a state- 
ment that the bank’s insured status has been terminated (including the date thereof 
and the basis therefor), that the insurance of its deposits has not ceased, and that 
it applies for permission to continue or resume its status as an insured bank, and 
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(e) state the reasons why the continuance or resumption of such status should 
be permitted by the Corporation. 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 53.8] § 303.8 Application for exemption from or exception to advertising 
requirements. 


Any application made by an insured bank under any of the provisions of Part 
328 of this title should be filed with the Division of Bank Supervision of the Cor- 
poration should (a) be in writing, (b) be signed by the president, or cashier, or 
poration at its principal office. Such application should (a) be in writing, (b) be 
signed by the president, or cashier, or other managing officer of the bank, and 
(c) state, in conformity with the particular provision in respect of which the 
application is made, the reason for the request in detail and the reason why the 
application should be granted. 


[32 F.R. 10556, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 53.9] § 303.9 Other applications. 


Except as otherwise provided by rule or regulation, all applications, requests, 
and submittals for which no form of application has been prescribed by the Cor- 
poration should (a) be in writing, (b) be signed by the applicant or his duly 
authorized agent, (c) contain a statement of the applicant’s interest therein, a 
complete and concise statement of the action requested and the reasons and facts 
relied upon as the basis for such requested action, and (d) be addressed to the 
Executive Secretary of the Corporation at the principal office of the Corporation. 
The applicant shall furnish such other pertinent information as may be required 
by the Corporation. Whenever applicable, the forms specified in Part 304 of this 
title should be used, the instructions issued with respect thereto should be fol- 
lowed, and submission should be made as therein provided. 


(32 F.R. 10556, July 19, 1967, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 53.10] § 303.10 Procedure on applications. 


(a) Applications for deposit insurance. With respect to applications for deposit 
insurance under § 303.1, the Division of Bank Supervision of the Corporation will 
cause an investigation to be conducted and an examination to be made of the bank 
or proposed bank. Thereafter, the Board of Directors, in accordance with appli- 
cable provisions of law, will act upon such application after considering the report 
of such investigation and examination, the recommendations thereon of the ex- 
aminer and Regional Director of the region in which the bank is or will be located, 
the recommendations of the Division of Bank Supervision, the recommendations of 
the duly constituted committees with respect to matters referred to them, and the 
legal opinion of counsel for the Corporation. The applicant bank will be duly 
advised of the Board’s decision upon such application. 

(b) Other applications. With respect to all other applications, requests, or sub- 
mittals, the Board of Directors will cause such an investigation or examination, or 
both, to be made by the proper Divisions of the Corporation as the Board shall 
deem appropriate. Where the application is one authorized to be approved by the 
Director of the Division of Bank Supervision or by a Regional Director, under 
§ 303.11, he shall cause such an investigation or examination, or both, to be made 
by his examining staff, as he shall deem appropriate. Upon the report of such 
investigation and examination, and the recommendations thereon, the Board of 
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Directors or the Director of the Division of Bank Supervision, or the Regional 
Director, as the case may be, shall take such action as shall be deemed necessary 
or appropriate in the premises. 

(c) Opportunity to present views. With respect to any application, the Board 
of Directors will afford the applicant or other properly interested persons, including 
Government agencies, an opportunity to present views orally before its designated 
representative or representatives, either at informal conference discussions or at 
informal presentations of evidence. 

(d) Notice of disposition of applications. Prompt notice will be given of the 
grant or denial, in whole or in part, of any written application, petition, or other 
request of any interested person made in connection with any agency proceeding. 
In the case of denial, except in affirming a prior denial, or where the same is self- 
explanatory, such notice will be accompanied by a simple statement of the reasons 
therefor. 


[{ 53.11] § 303.11 Delegation of authority to act on certain applications. 


(a) General. Except as provided in § 303.12, and subject to the provisions of 
paragraphs (b) and (c) of this section, the Board of Directors of the Federal 
Deposit Insurance Corporation has delegated to the Director of the Division of 
Bank Supervision, or, where confirmed in writing by the Director of the Division 
of Bank Supervision, to the Regional Director of the Region in which the applicant 
bank is located, the authority on behalf of the Board of Directors to act on the 
following applications and requests from any insured State nonmember bank: 

(1) Applications for the prior written consent of the Corporation to establish 
and operate any new teller’s window, drive-in facility, or any like office, as an 
adjunct to a main office or a branch office (including offices not considered 
branches under State law), or to move its main office or any branch from one 
location to another; 

(2) Applications for the prior written consent of the Corporation to operate 
temporary banking facilities as a public service during conventions, State and local 
fairs, college registration periods, and similar occasions, as well as during emer- 
gencies, so long as such service does not exceed a period of 1 month; 

(3) Applications for the prior written consent of the Corporation to issue sub- 
ordinated capital debt pursuant to the provisions to § 329.10(b)(3) of this 
chapter, or to reduce the amount or retire any part of its common or preferred 
capital stock, or retire any part of its capital notes or debentures; 

(4) Application for the prior written consent of the Corporation to exercise 
any trust powers; 

(5) Requests for extensions of time, not to exceed one year on any one request 
and 3 years in the aggregate on requests relating to the same application, within 
which to perform acts or conditions required by prior Corporation action on 
bank applications; 

(6) Requests for approval of minor or nominal (10 percent or less of dollar 
requirements where applicable) deviations from requirements prescribed by prior 
Corporation action. 

(7) Applications for the prior written consent of the Corporation to establish 
and operate any new branch: Provided, however, That this authority shall extend 
to the approval but not to the denial of such applications. 

(b) Confirmation, limitations, and rescission. The authority delegated in para- 
graph (a) of this section by the Board of Directors to the Regional Director of 
the Region in which the applicant bank is located is subject, as to each Regional 
Director in each Region, to written confirmation, limitations, or subsequent rescis- 
sion of any confirmation, by the Director of the Division of Bank Supervision. 
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Such written confirmation, limitations, or rescission shall be filed with the Execu- 
tive Secretary of the Corporation at its offices in Washington, D.C. and at the 
office of the Regional Director concerned, and shall be available for public inspec- 
tion by interested parties. 

(c) Special cases. In special cases the Director of the Division of Bank Super- 
vision may, in writing, rescind the authority of a Regional Director to act on an 
application or request, and may himself act on the same. In special cases a 
Regional Director may, in writing, recommend that the authority to act on an 
application or request not be exercised by him; in such cases the authority to act 
on such application or request may be exercised by the Director of the Division 
of Bank Supervision. In special cases the Director of the Division of Bank Super- 
vision may, in writing, recommend that the authority to act on an application or 
request not be exercised by him; in such cases the Board of Directors will act on 
the application or request. 

(d) Deputy Director (Operations Branch). In the absence of the Director of 
Bank Supervision, all powers granted to him under the provisions of this part may 
be exercised instead by the Deputy Director of the Division of Bank Supervision 
(Operations Branch). 


[35 F.R. 19747, Dec. 30, 1970, as amended at 38 F.R. 4572, Feb. 16, 1973; 
38 F.R. 14263, May 31, 1973] 


[€ 53.12] § 303.12 Applications where authority to act is not delegated. 


(a) Circumstances precluding delegation. Authority to act on applications 
listed in § 303.11 is not delegated by the Board of Directors in the following cir- 
cumstances: 

(1) Where a condition other than one agreed to in writing by the bank, or 
other than a time limitation, is to be prescribed in approving an application; 

(2) Where all necessary final approvals have not been obtained from the ap- 
propriate State authority.* 

(b) Approving authority. In all cases where authority to act on applications 
or requests listed in this part is not delegated to the Director of the Division of 
Bank Supervision (or, in his absence, the Deputy Director (Operations Branch) ), 
or to a Regional Director, the authority to act on such applications or requests 
remains vested in the Board of Directors of the Corporation. 

(c) Conditions precedent to delegation to approve branch applications. (1m- 
portant: The requirements set forth in this paragraph (c) are procedural in nature 
only and should not be construed as standards or criteria which will be used in 
determining whether a specific application will be approved or denied.) Author- 
ity to approve branch applications pursuant to § 303.11(a)(7) is delegated only 
where each of the six factors set forth in section 6 of the Federal Deposit Insur- 
ance Act has been considered and favorably resolved * and, in addition, all of the 
following requisites have been satisfied: 

(1) The applicant is in substantial compliance with the rules and regulations 
of the Corporation. 


3 Where the State authority has given its approval subject only to the approval of the 
Federal Deposit Insurance Corporation, such approval is to be considered as final. 

* The six factors are: (1) The financial history and condition of the applicant, (2) the 
adequacy of its capital structure, (3) its future earnings prospects, (4) the general char- 
acter of its management, (5) the convenience and needs of the community to be served 
by the applicant, and (6) whether or not its corporate powers are consistent with the 
purposes of the Federal Deposit Insurance Act (12 U.S.C. 1816). 
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(2) The applicant has adequate fidelity coverage.® 

(3) Legal fees and other expenses incurred in connection with the proposed 
branch are consistent with the policy announced by the Board of Directors on 
August 25, 1972.° 

(4) Establishment of the proposed branch will not have a significantly adverse 
effect on competition in any relevant area or lead to destructive competition. 

(5) The applicant’s adjusted’ capital and reserves, including written commit- 
ments for additional capital funds, constituted at least 7.5 percent of its adjusted * 
gross assets if the applicant is a commercial bank, or 6 percent of its adjusted * 
gross assets if the applicant is a mutual or guaranty savings bank. 

(6) The applicant’s aggregate fixed asset investment, including its investment 
in the proposed branch,® is not in excess of 50 percent of its adjusted ® capital and 
reserves (including written commitments for additional capital funds). 

(7) The estimated income of the proposed branch is equal to or in excess of 
its expenses during the third year of its operation, or, alternatively, the applicant’s 
earnings are adequate to support limited operating losses incurred by the branch 
during its formative years. 

(8) The applicant’s management has been rated fair or better at its most 
recent examination. 

(9) Any financial arrangements which have been made in connection with the 
proposed branch '° and involve the applicant’s directors, officers, major share- 
holders," or their interests, are fair and reasonable in comparison to similar 
arrangements that could have been made with independent third parties. 


[35 F.R. 19748, Dec. 30, 1970, as amended at 38 F.R. 4572, Feb. 16, 1973; 
38 F.R. 14263, May 31, 1973] 


[{ 53.13] § 303.13 Other delegations of authority. 


(a) In general. Except as otherwise provided in this part, or with respect to 
matters which generally involve conditions or circumstances requiring prompt 
action in the field for the better protection of the interests of the Corporation 
and to achieve flexibility and expedition in its operations and in the exercise of 
its functions in connection with the Corporation’s litigation and liquidation 
matters and with the payment of claims for insured deposits, the Board of Direc- 
tors does not delegate its authority and no delegations of final authority are made 
by the Board of Directors. Any person having a proper and direct concern therein 
may ascertain the scope of authority of any officer, agent, or employee of the 
Corporation by communicating with the Executive Secretary of the Corporation. 

(b) Disclosure law and regulations. Except as provided in paragraph (c) of 
this section, the Board of Directors has delegated to the Director of the Division 
of Bank Supervision, or, where confirmed in writing by the Director of the Divi- 
sion of Bank Supervision, to the Regional Director of the Region in which the 


5 Including a $1 million excess bond if primary blanket bond coverage is less than $1 
million. 

6 Statement of Policy re: “Legal Fees and Other Expenses Incident to Applications for 
Insurance and Consent to Establish Branches” (Aug. 25, 1972). 

7 Based on classifications made at the last examination of the applicant. 

8 On a consolidated basis. 

® See note 7 supra. 

10 Including arrangements relating to fees, the acquisition of property, rentals, and 
construction contracts. 

11 The term “major shareholder” means any shareholder who directly or indirectly 
controls 5 percent or more of any class of the applicant’s outstanding voting stock. 
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applicant bank is located, the authority on behalf of the Board of Directors to act 
on disclosure matters under and pursuant to section 12, 13 or 14 of the Securities 
Exchange Act of 1934 (15 U.S.C. 78) or Part 335 of the Corporation’s rules 
and regulations in this chapter. 

(c) Limitations on delegation. Authority to act on disclosure matters under 
paragraph (b) of this section is not delegated by the Board of Directors when such 
matters involve: 

(1) Exemption from disclosure requirements pursuant to section 12(h) of the 
Securities Exchange Act of 1934 (15 U.S.C. 78/(h); 

(2) Exemption from tender offer requirements pursuant to section 14(d)(8) of 
the Securities Exchange Act of 1934 (15 U.S.C. 78n(d) (8); 

(3) Authority, pursuant to § 335.3(c) of the Corporation’s regulations in this 
chapter, to accord confidential treatment to information required to be filed in a 
disclosure report; 

(4) Authority, pursuant to § 335.5(f)(5) of the Corporation’s regulations in 
this chapter, to disclose to departments and agencies of the United States otherwise 
confidential information submitted in copies of preliminary proxy solicitation 
material. 

(d) Security devices and procedures and bank service arrangements. The Board 
of Directors has delegated to the Director of the Division of Bank Supervision, or 
where confirmed in writing by the Director of Bank Supervision, to the Regional 
Director of the Region in which the applicant bank is located, the authority on 
behalf of the Board of Directors to administer the provisions of Parts 326 and 334 
of the Corporation’s rules and regulations in this chapter. 

(e) In emergencies. For the purpose of assuring the performance of, and con- 
tinuity in the management functions and activities of the Corporation, the Board of 
Directors has delegated, to the extent deemed necessary, authority with respect to 
the management of the Corporation’s affairs to certain designated officers, such 
authority to be exercised only in the event of an emergency involving an enemy 
attack on the continental United States or other warlike occurrence which renders 
the Board of Directors unable to perform the management functions and activities 
normally performed by it. 


[35 F.R. 19748, Dec. 30, 1970, as amended at 38 F.R. 14263, May 31, 1973] 


[€ 53.14] § 303.14 Application procedures. 


(a) Scope of section. This section applies to: (1) Applications for deposit in- 
surance by proposed new banks; (2) applications by insured State nonmember 
banks to establish branches; (3) applications by insured State nonmember banks 
to relocate their main offices or branch offices; and (4) any other applications, 
requests or submittals which the Board of Directors in its sole discretion deems 
appropriate. In the case of applications, requests, or submittals which come within 
this fourth category, the applicant will be notified at the time its application is 
accepted for filing that the procedures set forth in this section shall be followed 
in connection therewith. 

(b) Notice of filing of application—(1) Notice by publication. The applicant 
shall, within 15 days after the Regional Director has notified the applicant in writ- 
ing that an application has been accepted for filing, publish one time in a news- 
paper of general circulation in the community in which the applicant’s head office 
is located and in a newspaper of general circulation in the community in which the 
applicant proposes to engage in business a notice containing the name of the appli- 
cant or applicants, the subject matter of the application, the location at which the 
applicant proposes to engage in business, and the date upon which the application 
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was accepted for filing. Immediately after publication, the applicant shall furnish 
the Regional Director with a certification from the publisher and a tear sheet or 
clipping evidencing such publication. 

(2) Comments and protests. Anyone who wishes to comment on the application 
may do so by filing his comments in writing with the Regional Director. Anyone 
who wishes to protest the granting of the application has a right to do so if he files 
a written notice of his intent with the Regional Director within 15 days of the date 
of publication of the notice described in paragraph (b)(1) of this section. In order 
to fully apprise the public of its rights under this paragraph (b)(2), the notice 
described in paragraph (b) (1) of this section shall include the following statement: 

“Any person wishing to comment on this application may file his comments in 
writing with the Regional Director of the Federal Deposit Insurance Corp. at its 
Regional Office (address of the Regional Office). If any person desires to protest 
the granting of this application he has a right to do so if he files a written notice of 
his intent with the Regional Director within 15 days of the date of this publication. 
The nonconfidential portion of the application is on file in the Regional Office as 
part of the public file maintained by the Corporation. This file is available for 
public inspection during regular business hours.” 

(3) Solicitation of comments by Regional Director. Whenever he deems it ap- 
propriate, the Regional Director may solicit comments from any person or institu- 
tion which, in his opinion, might have an interest in or be affected by the pending 
application. 

(c) Public file—(1) Contents. Subject to the provisions of paragraph (c) (2) 
of this section, the public file in each case shall consist of: 

(i) The application with supporting data and supplementary information. 

(ii) Data and information submitted by interested persons in favor of or in 
opposition to such application. 

(iii) Those portions of the investigation report prepared by the Corporation’s 
field examiner in connection with the application which cover future earnings pros- 
pects and the convenience and needs of the community to be served by the appli- 
cant." 

(iv) Where a hearing has been held pursuant to paragraph (e) of this section, 
any evidence submitted pursuant to paragraph (f)(3) of this section and the hear- 
ing transcript described in paragraph (f)(5) of this section. 

(2) Withholding of confidential information. No material described in para- 
graph (c)(1) of this section shall be included in the public file if it is determined 
to be confidential by the Corporation under the provisions of 5 U.S.C. 552. In 
making such determination, the Corporation will generally consider the following 
information as confidential: 

(i) Personal information, the release of which would constitute a clearly unwar- 
ranted invasion of privacy. 

(ii) Trade secrets and commercial or financial information obtained from a 
person and deemed by the Corporation to be privileged or confidential. 

(iii) Information whose disclosure could seriously affect the financial condition 
of any financial institution. 

(3) Inspection of public file. Any person may inspect the public file. The public 
file shall be available for inspection in the office of the Regional Director during 
regular business hours. No documents in the public file may be removed from the 
Regional Director’s office by persons other than employees of the Corporation. 
Photocopies will be made available, on request, to all persons. The charge for such 


12 Where no field investigation has been conducted, the public file will include com- 
parable information from the Regional Office report. 
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copies shall be made in accordance with a written schedule approved by the Board 
of Directors and maintained by the Regional Director. 

(d) Proceedings—(1) Requests for hearing or other proceeding. Once the 
Corporation’s field examiner has completed his investigation of an application sub- 
ject to the provisions of this section, anyone who, within the 15-day period pre- 
scribed in paragraph (b)(2) of this section, filed a written notice of his intent to 
protest the granting of the application, shall be entitled to file a formal protest and 
request an opportunity to be heard so long as he does so within 15 days after 
receipt of the notice set forth in paragraph (d)(2) of this section.” He may also 
request that a hearing be held on the application pursuant to paragraph (e) of this 
section. 

(2) Notice. Upon completion of the investigation by the field examiner or the 
Regional Office, the Regional Director shall give notice to all persons who filed a 
written notice of intent to protest the granting of the application within the 15-day 
period prescribed in paragraph (b)(2) of this section. This notice will be sent by 
registered or certified mail and shall take substantially the following form: 


“You are advised that the Federal Deposit Insurance Corporation’s field exam- 
iner (or Regional Office) has completed the investigation of the application filed 
by (name of applicant) on (date accepted for filing) in connection with (subject 
matter of application). Portions of the report of investigation (or Regional Office 
report) have been made a part of the public file on this application. The public file 
is available for inspection in the Corporation’s Regional Office (address) during 
the hours of —a.m. to —p.m. Photocopies of information in the public file will be 
made available on request. A schedule of the charges for such copies can be ob- 
tained from the Regional Office. 


“You have 15 days from the date of receipt of this notice within which to file a 
formal protest to the granting of the subject application and to request an oppor- 
tunity to be heard. You may also ask that a hearing be held on the application pur- 
suant to § 303.14(e) of the Corporation’s rules and regulations. Should you desire 
to present your views orally before a representative of the Corporation designated 
for that purpose, or at a hearing held pursuant to § 303.14(e), you must accom- 
pany your request with a brief statement of your interest in the application and the 
matters which you wish to discuss. 

“If the Corporation determines that a hearing or other form of oral presentation 
should be allowed, you will be advised of its date, time, and location. 

“A copy of this notice has been sent to the applicant.” 


Where notice has been sent pursuant to this paragraph, the Regional Director shall 
send a copy to the applicant. 

(3) Form of proceeding. The Corporation may, at its discretion, decide to hold 
a hearing on the application in accordance with paragraph (e) of this section; it 
may decide to hold an informal proceeding in accordance with paragraph (d) (4) 
of this section; or it may decide not to hold a hearing or an informal proceeding 
in which case, where there has been a request for an opportunity to be heard pur- 
suant to paragraph (d)(2) of this section, it will so advise the applicant and all 
persons who requested an opportunity to be heard. A decision as to the form of 
proceeding to be held will be made not more than 30 days after notice has been 
given pursuant to paragraph (d)(2) of this section. 

(4) Informal proceedings. If the Corporation decides to hold an informal pro- 


13 Where no field investigation has been conducted, the notice in paragraph (d)(2) of 
this section will be given upon completion of the Regional Office report. 





REGULATIONS—12 C.F.R. PT. 303 q 53.14 


ceeding, the Regional Director shall, not less than 10 days prior thereto, notify 
the applicant and each person who filed a formal protest in accordance with para- 
graph (d)(2) of this section, of the date, time, and place of the proceeding. The 
Regional Director may, if he deems it advisable, notify other persons who have 
expressed an interest in the application and invite them to attend. The proceeding 
may assume any form, including a meeting with Corporation representatives at 
which the participants will be asked to present their views orally. 

The Regional Director shall also have the discretion to hold separate meetings 
with each of the participants where he deems it desirable. 

(e) Hearings. Hearings of the kind provided for in this paragraph will not gen- 
erally be afforded the participants if they have had the opportunity to participate 
in prior hearings before the appropriate State authority which covered essentially 
the same issues or if the Regional Director determines that less formal proceedings 
will be adequate. 

(1) Notice of hearing.—(i) Contents. If the Corporation determines that a 
hearing on the application is warranted, the Regional Director shall, not less than 
10 days prior thereto, give notice of the scheduling of the hearing, and shall set 
forth in the notice the subject matter of the application, the significant issues to be 
presented, and the date, time, and place at which the hearing shall be held. 

(ii) To whom sent. The above notice shall be sent by registered or certified 
mail to the applicant and to each person who filed a formal protest in accordance 
with paragraph (d)(2) of this section. The Regional Director may also notify 
other persons who have expressed an interest in the application and invite them to 
participate in the hearing. 

(2) Attendance at hearing. Each interested person who wishes to attend the 
hearing shall notify the Regional Director accordingly within 5 days after the date 
upon which he receives the above notice. Unless he has already done so, he shall 
submit a brief written summary of the matters which he wishes to cover at the 
hearing together with the number and names of witnesses he wishes to present. The 
applicant and other interested persons attending the hearing may be represented 
by counsel. 

(3) Presiding officer. The presiding officer at the hearing shall be the Regional 
Director, his designee, or such other person as may be named by the Board of 
Directors or the Director of the Division of Bank Supervision. The presiding officer 
shall have the authority to appoint a panel to assist him. 

(f) Hearing rules—(1) Order of presentation. The following schedule is in- 
tended to serve as a general guide to the conduct of the hearing. It is not fixed and 
may be varied at the discretion of the presiding officer. The presiding officer shall 
determine the order of opening statements and presentations to be followed by all 
participants other than the applicant who in each instance shall have the oppor- 
tunity to speak first. 

(i) Opening statements. The applicant and each other participant may make 
opening statements which should concisely state what the participant intends to 
show. 

(ii) Applicant’s presentation. Following the opening statements, the applicant 
shall present its data and materials, oral or documentary. 

(iii) Protestant’s presentation. Following the applicant’s presentation, each per- 
son protesting the application shall present his data and materials, oral or docu- 
mentary. The protestants may agree, with the approval of the presiding officer, to 
have one of their number make their presentation. 

(iv) Other interested persons. Following the evidence of the applicant and the 
protestants, the presiding officer will recognize other interested persons who may 
present their views with respect to the application under consideration. 
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(v) Summary statement. After all the above presentations have been concluded, 
the applicant may make a short and concise rebuttal. 

(2) Witnesses. Each participant is responsible for providing his own witnesses, 
including the payment of all expenses associated with their appearance at the hear- 
ing. All witnesses will be present on their own volition, but any person appearing 
as a witness may be subject to questioning by any participant, by the presiding 
officer, or by any member of the panel. The refusal of a witness to answer ques- 
tions may be considered by the Corporation in determining the weight to be ac- 
corded the testimony of that witness. Witnesses shall not be sworn. 

(3) Evidence. The presiding officer shall have the authority to exclude data or 
materials which he deems to be improper, irrelevant, or repetitive. Formal rules of 
evidence shall not be applicable to these hearings. Documentary material submitted 
as evidence must be of a size consistent with ease of handling, transportation, and 
filing. Three copies of all such documentary material shall be furnished to the 
Regional Director, and any participant who specifically requests the same shall be 
furnished a copy at his own expense. While large exhibits may be used during the 
hearing, copies of such exhibits must be provided by the person in reduced size for 
submission as evidence. 

(4) Procedural questions. The presiding officer, or any designated member of 
the panel, shall determine all procedural questions not governed by this section. 
The presiding officer shall have the authority to limit the number of witnesses to 
be used by any person and to impose reasonable time limitations. 

(5) Transcript. A transcript of each hearing will be arranged for by the Cor- 
poration. The person or persons who requested the hearing will be expected to 
pay all the expenses of such service, including the furnishing of one copy of the 
transcript to the Regional Director: Provided, however, That the Corporation may, 
for good cause, waive this requirement in individual cases. Where a hearing is held 
at the Corporation’s initiative, the Corporation shall bear the expenses of such 
service. Copies of the transcript will be furnished to any interested person request- 
ing the same at that person’s expense. 

(6) The hearing record—(i) Contents. The public file described in paragraph 
(c) of this section shall automatically be deemed a part of the hearing record. 

(ii) Closing the hearing record—additional statements. Any person who par- 
ticipates in the hearing may request that the hearing record remain open for 10 
days following receipt of the transcript by the Regional Director during which time 
the person may submit corrected copies of the transcript, or additional written 
statements or materials which he agreed to furnish at the hearing, to the Regional 
Director. Such person shall simultaneously mail or have delivered copies of the 
corrected transcript or additional statements or materials to all other persons who 
participated in the hearing. 

(g) Disposition and notice thereof. (1) The final disposition of any application 
or other matter under this section need not be determined exclusively by, or be 
limited to, the information contained in the public file established by paragraph (c) 
of this section. 

(2) The applicant, and any other person who so requests in writing, shall be 
notified by the Board of Directors of the final disposition of the application or 
other matter. The Board of Directors shall also provide a statement of the reasons 
for the final disposition made." 


1 Where final authority to dispose of an application or other matter has been dele- 
gated to the Director of the Division of Bank Supervision or the Regional Directors pur- 
suant to § 303.11, the Director of the Division of Bank Supervision or the appropriate 
Regional Director will provide the notice and statement described in this paragraph (g)(2). 
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(h) Closing the public file. The public file described in paragraph (c) of this 
section shall be closed 30 days after final disposition of the application or other 
matter. 

(i) Notice to applicant in the case of a tentative denial. Generally, in the case 
of an application subject to the provisions of this section, where the Board of Direc- 
tors, based upon the information available at that time, plans to deny the applica- 
tion and no hearing has been held thereon pursuant to paragraph (e) of this section, 
the Director of the Division of Bank Supervision or his designee will send the appli- 
cant a written statement by registered or certified mail which shall specify the rea- 
sons for such tentative denial. The applicant shall have 15 days following the 
receipt of this statement within which to file a written request to amend its appli- 
cation or for an opportunity to submit information in rebuttal, either in writing or 
in the form of an oral presentation before one or more representatives of the 
Corporation designated for that purpose. Upon the filing of such request the appli- 
cant shall be given 30 days in which to amend its application or prepare its pre- 
sentation to the Corporation. If the applicant requests and is granted an oppor- 
tunity to make an oral presentation, it shall be advised of the date, time, place and 
person or persons before whom such presentation shall be made. 

(j) Computation of time. Section 308.18 shall govern the computation of any 
period of time prescribed or allowed by this section. 

(k) Retained authority. In acting upon any particular application, the Board 
of Directors may by resolution adopt procedures which differ from this section 
when it deems it necessary and in the public interest to do so. Such resolution shall 
be made available for public inspection and copying in the Office of the Executive 
Secretary of the Corporation in accordance with the requirements of 5 U.S.C. 
552(a) (2). 


[38 F.R. 4573, Feb. 16, 1973; 38 F.R. 9221, April 12, 1973, as amended at 38 
F.R. 14263, May 31, 1973] 


[€ 54] Forms, instructions, and reports 
(12 C.F.R. Part 304) 


Sec. 

304.1 Certified statements. 
304.2 Reports of condition, etc. 
304.3. Forms and instructions. 


Autuority: The provisions of this Part 304 issued under secs. 5-8, 9, 10, 18, 
19, 64 Stat. 876, 879, 881, 882, 891, 893; 12 U.S.C. 1815-1820, 1828, 1829. 


SourcE: The provisions of this Part 304 appear at 32 F.R. 10558, July 19, 1967, 
unless otherwise noted. 


[{ 54.1] § 304.1 Certified statements. 


The certified statement required to be filed by insured banks in accordance with 
the provisions of section 7 of the Federal Deposit Insurance Act, as amended (12 
U.S.C. 1817), shall be filed with the Fiscal Agent of the Corporation upon the 
forms, and in the manner, prescribed by the Board of Directors. The assessments 
required to be certified must be paid to the Corporation at the time such statements 
are required to be filed. The form of certified statement will be furnished to all 
insured banks by, or may be obtained upon request from, the fiscal agent. 
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[{ 54.2] § 304.2 Reports of condition, etc. 


Whenever required, insured State nonmember banks (except District banks) 
shall file reports of condition, reports of income and dividends, and summaries of 
accounts and deposits with the Division of Research upon the forms, in the manner, 
and pursuant to the instructions prescribed by the Board of Directors from time to 
time. The forms of such reports and instructions for completing the same will be 
furnished to all such banks by, or may be obtained upon request from, the Division 
of Research. Each insured national bank and each insured District bank at the time 
or making reports of condition to the Comptroller of the Currency and each insured 
State member bank at the time of making reports of condition to the Federal Re- 
serve bank, required under the Federal Deposit Insurance Act, shall furnish an 
executed and attested copy thereof to the Corporation. 

[A number of changes have been made to the Report of Condition and the Report 
of Income. The implementation of the date of the revision is March 31, 1976.] 


{[* 54.3] § 304.3 Forms and instruction. 


[The FDIC forms mentioned below can be found in the following paragraphs in 
the Digest: 


Form 82 € 90.2 
82a 90.5 
82a-M obsolescent 
83 90.3 
83-M obsolescent 
84 90.6 
84-M 90.7 
85 90.4 
85-M 90.8 
85MNY 90.9 
85a 90.10 
85b 90.11 
85a-M obsolescent] 


[Note: The forms actually issued by FDIC have been renumbered although the 
regulations have not been amended to reflect the new numbering. The new, as 
well as the old, numbers appear on the forms.] 


The following forms and instructions have been prepared by the Corporation for 
the use of banks and may be obtained by any person properly and directly con- 
cerned therewith upon request at the office designated in this chapter: 

(a) Form 82: Application of proposed bank (other than mutual savings) for 
Federal deposit insurance. The proposed incorporators are required to make state- 
ments and representations and to submit information with respect to the several 
factors enumerated in section 6 of the Federai Deposit Insurance Act (12 U.S.C. 
1816). The application on Form 82 must be executed in quadruplicate. Three 
applications signed by the proposed incorporators must be forwarded to the Re- 
gional Director of the Federal Deposit Insurance Corporation Region in which the 
proposed bank will be located and the other application may be retained by the 
prospective incorporators. Applications filed on Form 82 must be accompanied 
by a certified copy of the proposed articles of incorporation or association and the 
requisite number of properly executed Forms 83. If the proposed bank contem- 
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plates the establishment of a branch or branches, its application on Form 82 must 
be accompanied by a properly executed Form 85 for each branch. After incorpo- 
ration is duly effected, the bank must submit a properly executed Form 82a. 

(b) Form 82-M: Application of proposed mutual savings bank for Federal 
deposit insurance. Form 82-M, which is substantially the same as Form 82, should 
be used when the proposed bank is to be a mutual savings bank and should be 
prepared and submitted in the same manner as Form 82. If the proposed bank 
contemplates the establishment of a branch or branches, its application on Form 
82—M must be accompanied by a properly executed Form 85—M for each branch. 

(c) Form 82a and Form 82a—M: Certificate of adoption of resolution. Form 
82a is a copy of the resolution of the board of directors (or trustees) of the bank 
approving the action of the prospective incorporators in preparing and presenting 
its application for Federal deposit insurance on Form 82 or 82-M, certified to be 
a true and correct copy by the president or vice president and cashier or secretary. 
After incorporation has been duly effected and the bank is chartered to do business 
by the proper State authority, four properly executed Forms 82a must be trans- 
mitted to the Regional Director of the Federal Deposit Insurance Corporation in 
which the proposed bank will be located. If not previously submitted, Form 82a 
must be accompanied by a copy of the bank’s articles of incorporation or associa- 
tion and a copy of the bank’s license or authorization to engage in the business of 
receiving deposits. 

(d) Form 84: Application for Federal deposit insurance by an existing non- 
insured State bank (other than mutual savings). The applicant bank is required 
to submit statements, representations, and information with respect to the several 
factors enumerated in section 6 of the Federal Deposit Insurance Act (12 U.S.C. 
1816) and a copy of the resolution of its board of directors authorizing the bank’s 
president or vice president and cashier or secretary to make the application. The 
application must be executed in quadruplicate, signed by such officers, and the 
bank’s corporate seal affixed thereto. Three signed applications must be forwarded 
to the Regional Director of the Federal Deposit Insurance Corporation Region in 
which the bank is located and the other application may be retained by the bank. 
Applications filed on Form 84 must be accompanied by the requisite number of 
properly executed Forms 83 and a certified copy of the articles of incorporation 
or association, including any amendments thereto. If the bank has a branch or 
branches, its application on Form 84 must be accompanied by a properly executed 
Form 85 for each branch. 

(e) Form 84—M: Application for Federal deposit insurance by an existing non- 
insured mutual savings bank. Form 84—M, which is substantially the same as Form 
84, should be used by mutual savings banks and should be prepared and submitted 
in the same manner as Form 84. If the bank has a branch or branches, its applica- 
tion on Form 84—M must be accompanied by a properly executed Form 85—M for 
each branch. 

(f) Form 83 and Form 83-M: Financial statement. Form 83 must be executed 
in triplicate and certified to be true and correct by each individual director (or 
trustee) and officer of the bank or proposed bank (who is solely responsible for its 
contents) for the benefit of the Board of Directors of the Corporation in deter- 
mining, with respect to the applicant bank, the general character of its management 
in accordance with section 6 of the Federal Deposit Insurance Act (12 U.S.C. 
1816). The requisite number of properly executed and signed Forms 83 must 
accompany each application on Form 82, Form 82-M, Form 84, or Form 84—M. 

(g) Form 85, Form 85a, and Form 85b: Application of insured State non- 
member bank (except District bank and mutual savings bank) to establish or move 
its main office or branch. (1) Form 85 is an application to establish a branch. 
The applicant bank is required to submit statements, representations, and informa- 
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tion with respect to the several factors enumerated in section 6 of the Federal De- 
posit Insurance Act (12 U.S.C. 1816) and a copy of the resolution of its board of 
directors authorizing the bank’s president or vice president and cashier or secretary 
to make the application. The application must be executed in quadruplicate, signed 
by the president or vice president, have the corporate seal of the bank affixed 
thereto, and be attested by the cashier or secretary. Three signed applications must 
be forwarded to the Regional Director of the Federal Deposit Insurance Corpora- 
tion Region in which the applicant bank is located and the other application may 
be retained by the bank. The application must be accompanied by a certified copy 
of the bank’s articles of incorporation or association, including any amendments 
thereto unless previously submitted to the Corporation and not subsequently 
amended. 

(2) Form 85a is an application to move main office or branch. It is similar to 
Form 85 and should be prepared and submitted in the same manner as Form 85. 

(3) Form 85b is an application to establish a branch pursuant to designation as 
depositary and financial agent of the U.S. Government. It is similar to Form 85 
and should be prepared and submitted in the same manner as Form 85. 

(h) Form 85—M and Form 85a-M: Application by insured nonmember mutual 
savings bank to establish a branch or move its main office or branch. (1) Form 
85—M is substantially the same as Form 85 and should be prepared and submitted 
in the same manner as Form 85. 

(2) Form 85a-M is substantially the same as Form 85a and should be prepared 
and submitted in the same manner as Form 85. 

(i) Form 86—Application for merger, consolidation, asset requisition, or as- 
sumption: The bank applying for prior written consent to merge with, consolidate 
with, acquire the assets of, or assume liability to pay deposits made in, another 
bank or institution, pursuant to section 18(c) of the Federal Deposit Insurance 
Act, as amended (12 U.S.C. § 1828(c)), and for the establishment of branches 
incident thereto pursuant to section 18(d) of the Act is required to submit state- 
ments, representations, and information with respect to the several factors enu- 
merated in said section 18(c). Twelve copies of the application and all documents, 
schedules, and exhibits, including the agreement between the participating banks 
and the charter or articles of incorporation of the resulting or assuming bank, are 
to be executed by an authorized officer with the bank’s corporate seal affixed and 
forwarded to the Regional Director of the Federal Deposit Insurance Corporation 
Region in which the applicant bank is located. The Corporation will furnish the 
applicant bank with a form of the notice (Form 116) for publication provided for 
in said section 18(c). 

(j) Form 100: Application for consent to retirement of common or preferred 
stock, capital notes, or debentures. The applicant bank is required to submit state- 
ments with respect to the nature of the proposal, source of funds to effect the pro- 
posal, and other steps involved in the retirement. The application contains a state- 
ment of assets and liabilities and the disposition of certain assets adversely classified 
in the preceding report of examination made of the bank by examiners of the Cor- 
poration. Three applications certified to be true and correct and signed by the 
president or cashier of the bank must be forwarded to the Regional Director of the 
Federal Deposit Insurance Corporation Region in which the applicant bank is located. 

(k) Form 102: Application. Form 102 should be used by all banks applying 
for the consent of the Corporation with respect to any application requiring such 
consent and for which no specific form is prescribed by this section or otherwise. 
The form contains a copy of the resolution of the bank’s board of directors describ- 
ing the proposal and authorizing the application, a statement of the action taken 
upon the proposal by the proper State banking authority where such action is 
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required, and must be signed by the president or vice president and attested by the 
cashier or secretary. The application must be accompanied by a copy of the bank’s 
articles of incorporation or association including any amendments thereto unless 
previously submitted to the Corporation and not subsequently amended. The 
application must be executed in quadruplicate. Three signed applications must be 
submitted to the Regional Director of the Region wherein the bank is located and 
one copy may be retained by the bank. 

(1) Form 64: Report of condition (from banks other than mutual savings). 
Form 64 is a report in the form of a standard statement of the assets and liabilities 
of the reporting bank together with additional detailed breakdown of selected items 
and information for assessment purposes. When special circumstances so require, 
additional detail with respect to specific asset or liability items may be required. 
Reports of condition must be prepared in accordance with the instructions con- 
tained in the booklet entitled “Instructions for the preparation of Report of Condi- 
tion on Form 64,” copies of which are furnished by the Corporation to all insured 
State nonmember Banks (except District banks) and which may be obtained on 
request from the Division of Research. 

(m) Form 64: (Savings): Report of condition (from mutual savings banks). 
Form 64 (Savings) is substantially the same as Form 64 and should be used by 
mutual savings banks. 

(n) Form 73: Report of income and dividends (from banks other than mutual 
savings): Report of income and dividends, Form 73, is a report in the form of a 
standard profit and loss statement and a reconciliation of changes in total capital 
accounts during the year. When special circumstances so require, additional detail 
with respect to specific income or expense items, chargeoffs or recoveries, profits 
on assets sold, or changes in total capital account may be required. Reports of 
income and dividends must be prepared in accordance with the instructions con- 
tained in the booklet entitled “Instruction for the preparation of Report of Income 
and Dividends on Form 73,” which is furnished by the Corporation to all insured 
State nonmember banks (except District banks) and which may be obtained on 
request from the Division of Research. 

(0) Form 73: (Savings): Report of income and dividends (from mutual sav- 
ings banks). Form 73 (Savings) is substantially the same as Form 73 and should 
be used by mutual savings banks. 

(p) Form 8020/05: Summary of Accounts and Deposits. Form 8020/05 is a 
report on the amount of deposits and the number of deposit accounts in various 
types of categories for the bank as a whole and for each authorized office as of 
June 30 each year. Reports on such form must be submitted for June 30, 1975 
no later than September 30, 1975 and for June 30, 1976 and subsequent years 
no later than the immediately succeeding August 1. Upon written request to the 
Director of the Division of Research, such Director may, in 1976 and subsequent 
years, extend the deadline of the requesting bank for submitting such forms to no 
later than the immediately succeeding September 30. 

(q) Form 545: Certified statement (for banks other than mutual savings). 
A form 545 must be submitted on or before January 31 and July 31 of each year 
by every insured bank, except any newly insured banks which must submit their 
first certified statement on Form 645, and any mutual savings banks which must 
use Form 545 (Savings). Form 545 shows the deposit liabilities, less authorized 
deductions, reported in two reports of condition in each semiannual assessment 
period. The form will show the computation of the assessment base and the amount 
of the assessment due the Corporation. It must be prepared in duplicate, certified 
by the president of the bank or any other officer designated by its board of direc- 
tors, and an original must be forwarded to the fiscal agent. The duplicate copy 
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should be retained in the bank’s file.' The forms are mailed to all insured banks 
each six months in ample time to permit compliance with the law, but if not 
received on or before January 1 or July 1, they should be obtained from the fiscal 
agent. Any questions in respect to such forms should be directed to the fiscal agent. 

(r) Form 545 (Savings): Certified statement (for mutual savings banks). This 
form is substantially the same as Form 545 and should be used by mutual savings 
banks. 

(s) Form 645: First certified statement (for banks other than mutual savings). 
The first certified statement, Form 645, must be submitted on or before July 31 or 
January 31 following the semiannual period in which the bank began operation as 
an insured bank. The form shows the deposit liabilities, less authorized deductions, 
as provided by law, on the last date within such period for which it was required 
to submit a report of condition or, if such bank became an insured bank after the 
last date in such period for which a report of condition was required, such bank 
shall make a report of condition as of the last day of such semiannual period, and 
shall file with the Corporation a certified statement showing, as its assessment base 
for such period, its assessment base for the date of such special report. The form 
will show the computation of the assessment base and the amount of the assessment 
due the Corporation. It must be prepared in duplicate, certified by the president 
of the bank or any other officer designated by its board of directors, and the origi- 
nal must be forwarded to the fiscal agent. The duplicate copy should be retained 
in the bank’s file.! The forms will be mailed by the fiscal agent to newly insured 
banks with appropriate instructions for their preparation. 

(t) Form 645 (Savings): First certified statement (for mutual savings banks). 
This form is substantially the same as Form 645 and should be used by mutual 
savings banks. 

(u) Form 845: Final certified statement—for use by an insured bank (except 
mutual savings banks) whose deposits are assumed by another insured bank. This 
statement, Form 845, shows the deposit liabilities, less authorized deductions, of 
the bank in the report or reports of condition prior to the assumption date. Form 
845, accompanied by appropriate letter of explanation and instructions, will be 
mailed by the fiscal agent to each insured bank whose deposit liabilities are assumed 
by another insured bank. The form must be prepared in duplicate, certified by the 
president of the bank or any other officer designated by its board of directors, and 
the original must be forwarded to the fiscal agent. The duplicate copy should be 
retained in the bank’s files.' If the deposits of the liquidating bank are assumed by 
a newly insured bank, the liquidating bank is not required to file Form 845 or to 
pay any assessments upon the deposits so assumed after the semiannual period in 
which the assumption takes effect. 

(v) Form 845 (Savings): Final certified statement (for mutual savings banks). 
This form is substantially the same as Form 845 and should be used by mutual 
savings banks. 

(w) Form 845A: Final certified statement—for use of an insured bank (other 
than mutual savings banks) whose deposit liabilities are assumed by another insured 
operating bank. (To be used when the assuming bank executes the certified state- 


1 Section 7(b)(6) of the Federal Deposit Insurance Act, which relates to assessment 
base deductions, provides, in part, as follows: “Each insured bank, as a condition to the 
right to make any such deduction in determining its assessment base, shall maintain such 
records as will readily permit verification of the correctness of its assessment base. No 
insured bank shall be required to retain such records for such purpose for a period in 
excess of five years from the date of the filing of any certified statement, except that when 
there is a dispute between the insured bank and the Corporation over the amount of any 
assessment the bank shall retain such records until final determination of the issue.” 
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ment for the bank whose deposits were assumed.) Form 845A may be substituted 
for Form 845 described in paragraph (u) of this section if the assuming bank is 
executing the certified statement for the bank whose deposit liabilities were assumed. 
Form 845A is prepared in the same manner as Form 845 except the certification 
is executed by an official of the assuming bank. 

(x) Form 845A (Savings): Final certified statement—for use of an insured 
mutual savings bank whose deposit liabilities are assumed by another insured 
operating bank. (To be used when the assuming bank executes the certified state- 
ment for the bank whose deposits were assumed.) Form 845A (Savings) may be 
substituted for Form 845 (Savings) described in paragraph (v) of this section if 
the assuming bank is executing the certified statement for the bank whose deposit 
liabilities were assumed. Form 845A (Savings) is prepared in the same manner as 
Form 845 (Savings) except the certification is executed by an official of the assum- 
ing bank. 

(y) Amended and corrected certified statements. Forms for use in amending 
or correcting previously submitted certified statements are identical in number and 
form with Forms 545, 645, 845, 845A (for other than mutual savings banks), 
545 (Savings), 645 (Savings), 845 (Savings), and 845A (Savings) described 
above, except the title of the forms contains the additional word “Amended” or 
“Corrected.” These forms may be obtained on request from the fiscal agent. 


[32 F.R. 10558, July 19, 1967, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 55] Payment of insured deposits 
(12 C.F.R. Part 305) 


[{ 55.1] § 305.1 Payment of insured deposits in closed banks. 


When an insured bank closes under circumstances requiring the Corporation to 
make payment of the insured deposits' therein, as prescribed by law,” the Board 
of Directors appoints one or more Claim Agents with power and authority as pro- 
vided by law* who maintain a temporary office at the site of the closed bank for 
the purpose of receiving claims for insured deposits and making payment thereof 
as soon as possible in accordance with applicable law. Claimants for insured de- 
posits are required to submit to such Claim Agents appropriate proofs of claim, in 
form and manner prescribed by law or by the Board of Directors to deliver up any 
passbook or other record issued by the bank evidencing the insured deposit, to 
assign their claims for insured deposits to the Corporation to the extent required 
by law, and to furnish proper identification. The claimant is required to make 
proof thereof to the satisfaction of the Claim Agent. Disputed claims which cannot 
be adjusted in the field are referred to the Chief of the Division of Liquidation for 
determination and when satisfactory disposition cannot be so made, may be referred 
to the Board of Directors for appropriate action. In cases where the Corporation 
is not satisfied as to the validity of a claim for an insured deposit, it may require 
the final determination of a court of competent jurisdiction before paying such 
claim. The Corporation is authorized to make payment of the insured deposits in 
cash or by making available to each depositor a transferred deposit in a “new 
bank,” * which is insured, in the same community or in another insured bank in 


! Defined in section 3(m) of the Federal Deposit Insurance Act. 

* See section 11 of the Federal Deposit Insurance Act, particularly subsections (b), 
(f) and (g). 

% See section 10(b) of the Federal Deposit Insurance Act. 

* See section 11(h)-—(1) of the Federal Deposit Insurance Act, 12 U.S.C. 1821 (h)- 
(1). 
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an amount equal to the insured deposit of such depositor. Any such transferred 
deposit would be a demand deposit in the absence of an agreement between the 
depositor and transferee bank providing for a time or savings deposit. It is the 
policy of the Corporation to make such payment by issuing its check for the amount 
of the insured deposit. In making such payments, the Corporation exercises its 
statutory authority to withhold payment of such portion of the insured deposit of 
any depositor as may be required to provide for the payment of any liability of 
such depositor as a stockholder of the bank, or of any liability of such depositor to 
the closed bank or its receiver, which is not offset against a claim due from the 
bank, pending the determination and payment of such liability by the depositor or 
any other person liable therefor. 


(Sec. 9, 64 Stat. 881; 12 U.S.C. § 1819) [15 F.R. 8632, Dec. 6, 1950, as amended 
at 19 F.R. 1666, March 27, 1954; 32 F.R. 9638, July 4, 1967] 


[* 56] Receivership and liquidations 
(12 C.F.R. Part 306) 


Sec. 
306.1 Liquidation of assets acquired through loans and purchases and deposits. 
306.2 National bank receiverships. 
306.3 State bank receiverships. 

AUTHORITY: The provisions of this Part 306 issued under sec. 9, 64 Stat. 881; 
12 U.S.C. § 1819. 


[{ 56.1] § 306.1 Liquidation of assets acquired through loans and purchases and 
deposits. 

Assets acquired by the Corporation pursuant to contracts of loan or purchase or 
deposits with insured banks or receivers of closed insured banks, in accordance 
with the provisions of the Federal Deposit Insurance Act, are liquidated by the 
Corporation through a liquidator appointed in the same manner as in the case of a 
national bank receivership (see § 306.2). The liquidator takes possession of the 
assets and usually maintains a liquidating office in the vicinity of the bank from 
which the assets were acquired. The liquidator receives collections of debts and 
claims due, effects sales of assets, compositions, and compromises of debts, and 
otherwise enforces claims and obligations due and owing and arising out of the 
liquidation. Proposals for the sale of assets, compositions and compromises, and 
extensions or renewals of debts due or other contracts, are transmitted by the liqui- 
dator to the Chief of the Division of Liquidation and are in turn submitted to the 
Committee on Liquidations, Loans, and Purchases of Assets and to the Board of 
Directors of the Corporation for approval. Expenses of administration, proposals 
for leasing, engaging brokers or others, independent contractors, and advances to 
protect assets are likewise submitted by the liquidator for transmission with the 
recommendation of the Division of Liquidation to the Committee on Liquidations, 
Loans, and Purchases of Assets and to the Board of Directors of the Corporation 
for approval. In general, the liquidator is the local representative of the Corpora- 
tion and proceeds in compliance with the manual of instructions of the Division of 
Liquidation to liquidate the assets so acquired. 


[15 F.R. 8632, Dec. 6, 1950, as amended at 19 F.R. 1666, Mar. 27, 1954] 


[{ 56.2] § 306.2 National bank receiverships. 


Whenever the Comptroller of the Currency appoints a receiver (other than con- 
servator) of a national or District bank, it must be the Corporation. Immediately 
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upon appointment the Corporation takes possession of the records, assets, and 
affairs of the bank through one of its agents, usually a liquidator, appointed to 
represent the Corporation in that receivership. If possession is taken by an agent 
other than a liquidator, the liquidator, when appointed, is substituted for the agent. 
The Board of Directors of the Corporation appoints the agent to take possession, 
the liquidator, such assistant liquidators, and personnel, as may be necessary, as 
well as an attorney to furnish the Corporation as receiver with such legal assistance 
as may be required in the administration of the receivership. The liquidator as 
local representative of the Corporation proceeds, in compliance with the manual 
of instructions of the Division of Liquidation, and in conformity with the applicable 
provisions of the National Bank Act and the Federal Deposit Insurance Act, to 
liquidate the assets, receive claims of depositors (claiming in excess of $20,000 per 
depositors )' and other creditors, pay the expenses of administration, distribute the 
proceeds of such liquidation, and otherwise wind up the affairs of the bank subject 
to the control of the Board of Directors of the Corporation and under the super- 
vision of the Chief of the Division of Liquidation. After notice by advertisement 
pursuant to law, depositors having claims in excess of $20,000 per depositor, and 
other creditors, are permitted to file claims with the liquidator, who transmits such 
claims to the Division of Liquidation for allowance, classification, and deduction by 
way of set-offs or counterclaims. Such claims are filed on blanks prescribed from 
time to time by the Corporation and when allowed are evidenced by receiver’s cer- 
tificates issued by the Division of Liquidation on such forms as are from time to 
time prescribed by the Corporation. The liquidator receives collections of debts 
and claims due to the receivership, effects sales of assets, compositions and com- 
promises of debts, and otherwise enforces claims and obligations, owing to the re- 
ceivership. All proceeds of the liquidation are segregated and are kept separate 
and apart from the general and other funds of the Corporation. Proposals for the 
sale of assets, compositions, and compromises are transmitted by the liquidator to 
the Division of Liquidation, which in turn submits them to the Committee on Liqui- 
dations, Loans, and Purchases of Assets and to the Board of Directors of the Cor- 
poration for approval; and upon such approval the liquidator, through local counsel, 
presents the proposals to a court of competent jurisdiction for authorization as pro- 
vided by 12 U.S.C. 192. Expenses of administration are similarly submitted by 
the Division of Liquidation for approval by the Board of Directors. Attorney fees 
are submitted by the Legal Division to the duly constituted committees for recom- 
mendation to and determination by the Board of Directors. Proposals for leasing, 
engaging brokers or others, independent contractors, extensions or renewals of debts 
due the receivership, or other contracts, and advances to protect assets, are sub- 
mitted by the liquidator for transmission and recommendation by the Division of 
Liquidation to the Committee on Liquidations, Loans, and Purchases of Assets and 
to the Board of Directors for authorization. When sufficient funds have been re- 
alized from the liquidation to justify payment of a dividend to creditors, the Division 
of Liquidation submits a recommendation to the Board of Directors, which orders a 
ratable dividend to be paid. Dividend checks are drawn by the Division of Liqui- 
dation on receivership funds and transmitted to the liquidator for delivery to the 
claimants who are required to present their receiver’s certificates for endorsement 
thereon and to execute receipts for such dividends. If such claims are paid in full 
with interest, receivership certificates must be surrendered. If surplus assets remain 
after payment of dividends to creditors equal to the principal of their respective 
claims plus interest thereon, a meeting of the shareholders is called pursuant to the 


1 Claims for insured deposits up to $20,000 for each depositor are filed with a Claim 
Agent, appointed by the Board of Directors of the Corporation, who represents the Cor- 
poration in its capacity as insurer of deposit (see Part 305 of this subchapter). 
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provisions of 12 U.S.C. 197, for the purpose of determining whether a shareholders’ 
agent shall be elected or the receivership continued. If the shareholders elect to 
have a shareholders’ agent appointed, then the assets are assigned and delivered 
to the shareholders’ agent upon compliance with the requirements of 12 U.S.C. 197. 


[15 F.R. 8632, Dec. 6, 1950, as amended at 19 F.R. 1666, Mar. 27, 1954; 35 
F.R. 460, Jan. 14, 1970; 38 F.R. 14263, May 31, 1973] 


[§ 56.3] § 306.3 State bank receiverships. 


When the Corporation accepts appointment as receiver of an insured State bank * 
the board of directors appoints an agent or liquidator to take possession, on behalf 
of the Corporation, of the assets, books, and records, and to administer the affairs, 
of the closed bank. The liquidator as the local representative of the Corporation 
proceeds, in accordance with the provisions of the applicable law of the State in 
which the bank is located, and in conformity with the manual of instructions of 
the Division of Liquidation, to administer the receivership, subject to the control of 
the board of directors and under the supervision of the Division of Liquidation. 


[15 F.R. 8633, Dec. 6, 1950, as amended at 19 F.R. 1666, March 27, 1954] 


2 Pursuant to the provisions of section 11(e) of the Federal Deposit Insurance Act. 


(€ 571 Voluntary termination of insured status 
(12 C.F.R. Part 307) 


Sec. 

307.1 Steps to be taken and records to be furnished the Corporation by an in- 
sured nonmember bank in liquidation. 

307.2 Steps to be taken and records to be furnished the Corporation by a member 
bank in liquidation (both State and national). 

307.3 Steps to be taken and records to be furnished the Corporation where de- 
posits are assumed by another insured bank. 


AuTHorRiTy: The provisions of this Part 307 issued under secs. 7-9, 64 Stat. 
876, 879, 881; 12 U.S.C. §$ 1817-1819. 


[ 57.1] § 307.1 Steps to be taken and records to be furnished the Corporation 
by an insured nonmember bank in liquidation. 


(a) Whenever a nonmember bank goes into liquidation and its insured status 
has not been terminated by the board’ and its deposit liabilities are not assumed 
by another insured bank, it shall terminate its status as an insured bank in accord- 
ance with the provisions of section 8(a) of the Federal Deposit Insurance Act.* 


1 Board means board of directors of the Federal Deposit Insurance Corporation. 

“Section 8(a) of the Federal Deposit Insurance Act provides, in part, as follows: 
“Any insured bank (except a national member bank or State member bank) may, upon 
not less than ninety days’ written notice to the Corporation, terminate its status as an 
insured bank. * * * After the termination of the insured status of any bank * * * the 
insured deposits of each depositor in the bank on the date of such termination, less all 
subsequent withdrawals from any deposits of such depositor, shall continue for a period 
of two years to be insured, and the bank shall continue to pay to the Corporation assess- 
ments as in the case of an insured bank during such period * * *” [Italics supplied.] 
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To effect such termination the bank shall adopt a resolution in form substantially 
as follows: 

Resolved: (1) That the status of the ms 
(Name of bank) (city or town) 

as an insured bank under the provisions of the Federal Deposit 
(State) 
Insurance Act shall terminate ninety (90) days from the date of the receipt by the 
Federal Deposit Insurance Corporation of a copy of this resolution;* 
(2) That is hereby directed to 
(Cashier or other officer) 
immediately forward a certified copy of this resolution to the Federal Deposit In- 
surance Corporation, Washington, D.C., 20429, which shall constitute the notice 
of termination prescribed in section 8(a) of that Act. 

Upon receipt of a certified copy of the aforesaid resolution the Corporation will 
promptly advise the bank of the date of the receipt thereof, and confirm the date 
of the termination of its insured status. 

Thereupon, and prior to the termination date, the bank shall give notice to its 
depositors of the termination of its insured status. Such notice shall be (1) mailed 
to each depositor at his last address of record as shown upon the books of the bank, 
(2) published in not less than two issues of a local newspaper of general circula- 
tion, and (3) in form substantially as follows: 


(Date) 
Notice to Depositors: 
Please be advised that the status of the 
(Name of bank) (City or town) 


as an insured bank under the provisions of the Federal Deposit 


(State) 
Insurance Act, will terminate on day of , 19 ; 
You are further advised that your insured deposits in this bank on the date of 
termination will continue to be insured within the limitations provided by law. 


(Name of bank) 


(Address ) 

There may be included in such notice any additional information or advice the 
bank may deem desirable. 

Whenever the bank proposes to pay its depositors and, at the direction of the 
depositors, effects such payment by transferring the deposits to a noninsured bank, 
the following information shall be added to the notice to depositors prescribed in 
the above form: 

You are further advised that your deposits may be transferred to the 

upon your direction to 
(Name of noninsured bank) (City or town) (State) 
this bank and your acknowledgement in writing of the payment of your deposits in 
full by such transfer. 


(Name of noninsured bank) 
is not a member of the Federal Deposit Insurance Corporation and deposits made 
in it, or transferred to it, will not be insured. 


3 If the bank desires to fix a later date of termination, it may do so as the law pre- 
scribes only the minimum notice period which is ninety (90) days. 
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(b) The bank shall furnish to the Corporation the following records and in- 
formation: 

(1) An affidavit of the mailing and an affidavit of the publication of the notice 
to depositors. The affidavit of mailing should be executed by the person mailing 
the notice and should state (i) the date of mailing, (ii) that it was mailed to each 
depositor at his last address of record as shown on the books of the bank, and (iii) 
that a copy of the notice as mailed is attached. 

(2) A certified copy of the resolutions pursuant to which the bank was placed 
in liquidation and/or any other document or instrument required by law to place 
the bank in liquidation. 

(3) The bank shall continue to file certified statements and pay assessments 
thereon for the period its deposits are insured, as provided by the Federal Deposit 
Insurance Act: * Provided, That after the bank shall have paid in full its deposit 
liabilities and the assessment to the Corporation required to be paid for the semi- 
annual period in which its deposit liabilities are paid in full, and after it shall, under 
applicable law, have ceased to have authority to transact a banking business and to 
have existence, except for the purpose of, and to the extent permitted by law for, 
winding up its affairs, it shall not be required to file further certified statements nor 
to pay further assessments. 

(4) When the deposit liabilities of the bank shall have been paid in full, the 
bank shall furnish to the Corporation an affidavit executed by two of its officers, 
which affidavit shall state the fact that the deposit liabilities have been paid in full 
and give the date of the final payment thereof.® 

(5) Where the bank has unclaimed deposits the affidavit to be furnished pur- 
suant to subparagraph (4) of this paragraph, shall further state the amount of such 
unclaimed deposits and the disposition made of the funds to be held to meet such 
claims. For assessment purposes, the following will be considered as payment of 
such unclaimed deposits, viz: 

(i) The transfer of cash funds in an amount sufficient to pay such unclaimed 
and unpaid deposits to the public official authorized under the law to receive the 
same; or 

(ii) If no provision is made by law for the transfer of funds to a public official, 
the transfer of cash funds or compensatory assets to an insured bank in an amount 
sufficient to pay the unclaimed and unpaid deposits in consideration of such insured 
bank assuming the payment thereof: Provided, That, prior to such transfer, the 
liquidating bank shall have given notice, as provided in this subparagraph, to the 
owners of the unclaimed deposits of the intended transfer and a reasonable time 
shall have elapsed after the giving of such notice to enable the depositors to obtain 
their deposits. Such notice shall be mailed to each depositor and shall be published 
in a local newspaper of general circulation. The notice shall advise such depositors 
of the liquidation of the bank, shall request them to call for and accept payment 
of their deposits, and shall state the disposition to be made of their deposits upon 
their failure to promptly claim the same. 

If such unclaimed and unpaid deposits are disposed of as provided in subdivision 
(i) of this subparagraph, a certified copy of the public official’s receipt issued for 
such funds shall be furnished to the Corporation. If such unclaimed and unpaid 
deposits are disposed of as provided in subdivision (ii) of this subparagraph, an 
affidavit of the publication and of the mailing of the notice to depositors, together 


* See footnote 2 to § 307.1(a). 

5 The issuance of a draft or officer’s check does not constitute the discharge of a de- 
posit liability nor relieve the bank of assessment until such draft or other evidence of 
payment has been duly presented for payment and has been paid. 





I-131 REGULATIONS—12 C.F.R. PT. 307 q 57.3 


with a copy of such notice, and a certified copy of the contract of assumption shall 
be furnished to the Corporation. 

(6) The liquidating bank shall advise the Corporation of the date on which the 
authority or right of the bank to do a banking business shall have terminated and 
the method or means whereby such termination shall have been effected that is, 
whether such termination has been effected by the surrender of its charter, by the 
cancellation of its authority or license to do a banking business by the supervisory 
authority, or otherwise.® 
[15 F.R. 8633, Dec. 6, 1950, as amended at 32 F.R. 10561, July 19, 1967] 


[{ 57.2] § 307.2 Steps to be taken and records to be furnished the Corporation 
by a member bank in liquidation (both State and national). 


(a) Whenever a bank which is a member of the Federal Reserve System goes 
into liquidation and its insured status has not been terminated by the board’ and 
its deposit liabilities are not assumed by another insured bank, it shall notify its 
depositors of the date of the termination of its insured status. Such notice shall 
be in the form prescribed in § 307.1 and shall be given at the time and in the 
manner therein provided. 

(b) The bank shall furnish to the Corporation the records and information 
mentioned in, and comply with the requirements of § 307.1(b). 


[15 F.R. 8634, Dec. 6, 1950, as amended at 19 F.R. 1666, Mar. 27, 1954; 32 F.R. 
10561, July 19, 1967] 


& 
{{ 57.3] § 307.3 Steps to be taken and records to be furnished the Corporation 
where deposits are assumed by another insured bank.” 


(a) Whenever the deposit liabilities of an insured bank are assumed by another 
insured bank, the bank whose deposits are assumed, or the assuming bank as its 


® As the governing law of the various jurisdictions is not uniform in this respect, it is 
suggested that the applicable statute be consulted and that this Corporation be advised 
of the manner in which the termination or cancellation of such authority has been 
effected. 

7 See footnote 1 to § 307.1(a). 

8 Section 8(0) of the Federal Deposit Insurance Act provides in part as follows: “Ex- 
cept as provided in subsection (b) of section 4, whenever a member bank shall cease to 
be a member of the Federal Reserve System, its status as an insured bank shall, without 
notice or other action by the board of directors, terminate on the date the bank shall 
cease to be a member of the Federal Reserve System, with like effect as if its insured 
status had been terminated on said date by the board of directors after proceedings 
under subsection (a) of this section.” Regulations of the Board of Governors of the 
Federal Reserve System provide (12 CFR 208.10 footnote 12): “A bank’s withdrawal 
from membership in the Federal Reserve System is effective on the date on which the 
Federal Reserve bank stock held by it is duly cancelled.” Section 4(b) of the Federal 
Deposit Insurance Act provides in part that: “A State bank, resulting from the con- 
version of an insured national bank, shall continue as an insured bank. A State bank, 
resulting from the merger or consolidation of insured banks, or from the merger or con- 
solidation of a noninsured bank or institution with an insured State bank, shall continue 
as an insured bank.” 

® Section 8(q) of the Federal Deposit Insurance Act provides as follows: “Whenever 
the liabilities of an insured bank for deposits shall have been assumed by another in- 
sured bank or banks, the insured status of the bank whose liabilities are so assumed 
shall terminate on the date of receipt by the Corporation of satisfactory evidence of such 
assumption with like effect as if its insured status had been terminated on said date by 
the Board of Directors after proceedings under subsection (a) of this section: Provided, 
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agent, shall give notice to its depositors of such assumption. Such notice shall be 
(1) mailed to each depositor at his last address of record as shown upon the books 
of the bank, (2) published in not less than two issues of a local newspaper of gen- 
eral circulation, and (3) in form substantially as follows: 


(Date) 


Notice to Depositors: 

Please be advised that the deposit liabilities shown on the books of the under- 
signed bank as of the close of business on , 19 have been assumed 
by the and that 

(Name of assuming bank) (City or town) (State) 
the status of the undersigned bank as an insured bank will therefore terminate as 
provided in section 8(q) of the Federal Deposit Insurance Act. 

You are further advised that is an 

(Name of assuming bank) 
insured bank and that your deposits will continue to be insured by the Federal 
Deposit Insurance Corporation in the manner and to the extent provided in said act. 
10 


(Name of bank) 


(Address ) 

There may be included in such notice any additional information or advice the 
bank may deem desirable. 

The bank shall furnish to the Corporation an affidavit of mailing and an affidavit 
of publication of the notice to depositors. The affidavit of mailing should be in the 
form prescribed in § 307.1(b)(1). 

(b) The liquidating bank shall continue to file certified statements and pay 
assessments thereon for the period its deposits are insured, as provided by the Fed- 
eral Deposit Insurance Act: Provided, That if the liquidating bank or, the assuming 
bank as its agent, has given the requisite notice to the depositors of the assumption 
of the deposit liabilities within 30 days after such assumption takes effect, then 
the liquidating bank shall file a final certified statement, as provided for in § 304.3 
(s) and (t), and shall pay to the Corporation the normal assessment thereon." If 
the deposits of the liquidating bank are assumed by a newly insured bank, the 
liquidating bank is not required to file certified statements or pay any assessment 
upon the deposits so assumed, after the semiannual period in which the assumption 
takes effect. 

(c) It is the policy of the Corporation to consider receipt of the following as 
satisfactory evidence of such assumption: 

(1) A certified copy of the resolution (i) duly authorizing the bank’s officers 
to enter into a contract for the sale of the bank’s assets to another insured bank 





That if the bank whose liabilities are so assumed gives to its depositors notice of such 
assumption within thirty days after such assumption takes effect, by publication or by 
any reasonable means, in accordance with regulations to be prescribed by the Board of 
Directors, the insurance of its deposits shall terminate at the end of six months from the 
date such assumption takes effect. Such bank shall be subject to the duties and obliga- 
tions of an insured bank for the period its deposits are insured: Provided, That if the 
deposits are assumed by a newly insured bank, the bank whose deposits are assumed 
shall not be required to pay any assessment upon the deposits which have been so 
assumed after the semiannual period in which the assumption takes effect.” 

10 If this notice is given by the assuming bank as agent for the liquidating bank, it 
may add its own name designating itself as agent. 

11 See § 327.2 of this chapter. 
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upon the consideration of the assumption by it of the deposit liabilities, and (ii) 
duly placing the bank in liquidation; and 

(2) A certified copy of the assumption agreement, provided it contains an ex- 
press undertaking by an insured bank to pay the deposit liabilities of the bank 
going into liquidation. 

(d) The bank shall furnish to the Corporation the information called for in 
§ 307.1(b) (6). 


[15 F.R. 8634, Dec. 6, 1950, as amended at 19 F.R. 1666, Mar. 27, 1954; 32 F.R. 
9638, July 4, 1967; 32 F.R. 10561, July 19, 1967] 


[{ 58] Rules of practice and procedures 
(12 C.F.R. Part 308) 


Subpart A—Rules of Practice Applicable to All Hearings 


Sec. 

308.1 Scope. 

308.2 Appearance and practice before the Corporation. 
308.3 Notice of hearing. 

308.4 Answer. 

308.5 Conduct of hearings. 

308.6 Subpenas. 

308.7 Rules of evidence. 

308.8 Motions. 

308.9 Proposed findings and conclusions and recommended decision. 
308.10 Exceptions. 

308.11 Briefs. 

308.12 Oral argument before the Board of Directors. 
308.13 Notice of submission to the Board of Directors. 
308.14 Decision of Board of Directors. 

308.15 Filing papers. 

308.16 Service. 

308.17 Copies. 

308.18 Computing time. 

308.19 Documents in proceedings confidential. 

308.20 Formal requirements as to papers filed. 


Subpart B—Rules and Procedures Applicable to Proceedings for the 
Involuntary Termination of Insured Status 


308.21 Scope. 

308.22 Grounds for termination of insurance. 

308.23 Notice of intention to terminate insured status. 

308.24 Order terminating insured status. 

308.25 Consent to termination of insured status. 

308.26 Notice of termination of insured status. 

308.27 Termination of insured status of banking institution not engaged in the 
business of receiving deposits other than trust funds. 


Subpart C—Rules and Procedures Applicable to Proceedings Relating to 
Cease-and-Desist Orders 


308.28 Scope. 
308.29 Grounds for cease-and-desist orders. 
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308.30 Notice of charges and hearing. 
308.31 Issuance of order. 

308.32 Effective date. 

308.33 Temporary cease-and-desist orders. 
308.34 Effective date of temporary order. 


Subpart D—Rules and Procedures Applicable to Proceedings Relating to 
Removal and Suspension Orders 


308.35 Scope. 

308.36 Grounds for removal order. 

308.37 Grounds for suspension order. 

308.38 Effective date of suspension order. 

308.39 Notice of intention to remove and hearing. 
308.40 Issuance of removal order and effective date. 
308.41 Suspension and removal where felony charged. 


Subpart E—Procedures Applicable to Proceedings Pursuant to Section 10(c) 
of the Federal Deposit Insurance Act 


308.42 Scope. 

308.43 Confidential proceedings. 
308.44 Orders to conduct proceedings. 
308.45 Rights of witness. 

308.46 Transcripts. 

308.47 Service of subpoena. 

308.48 Witness fees and mileage. 
308.49 Special examinations. 


AuTtHority: The provisions of this Part 308 issued under secs. 8-10, 64 Stat. 
879, 881, 882, sec. 101, 80 Stat. 1028; 12 U.S.C. 1818-1820, 1464. 


Source: The provisions of this Part 308 appear at 32 F.R. 11147, Aug. 1, 
1967, unless otherwise noted. 


Subpart A—Rules of Practice Applicable to All Hearings 
[{ 58.1] § 308.1 Scope. 


(a) This subpart prescribes rules of practice and procedure followed by the 
Federal Deposit Insurance Corporation in hearings held pursuant to the provisions 
of section 8 of the Federal Deposit Insurance Act pertaining to (1) involuntary 
termination of the insured status of any bank, (2) the issuance of cease-and-desist 
orders against any insured State nonmember bank, and (3) the issuance of orders 
removing or suspending from office and/or prohibiting from further participation 
in the conduct of the bank’s affairs, any director or officer of an insured State non- 
member bank or any other person participating in the conduct of the affairs of such 
a bank. 

(b) In connection with any proceeding under Subpart C or D of this part, the 
Corporation will provide the appropriate State supervisory authority with timely 
notice of its intent to institute such a proceeding and the grounds therefor. Unless 
within such time as the Corporation deems appropriate in the light of the circum- 
stances of the case (which time will be specified in the notice) satisfactory corrective 
action is effectuated by action of the State supervisory authority, the Corporation 
will proceed as provided in Subparts C and D of this part. 
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[{ 58.2] § 308.2 Appearance and practice before the Corporation. 


(a) Power of attorney and notice of appearance. Any person who is a member 
in good standing of the bar of the highest court of any State, possession, territory, 
Commonwealth, or the District of Columbia, may represent others before the Cor- 
poration upon filing with the Executive Secretary a written declaration that he is 
currently qualified as provided by this paragraph, and is authorized to represent 
the particular party on whose behalf he acts. Any other person desiring to appear 
before or transact business with the Corporation in a representative capacity may 
be required to file with the Executive Secretary of the Corporation a power of 
attorney showing his authority to act in such capacity, and he may be required to 
show to the satisfaction of the Board of Directors that he has the requisite qualifica- 
tions. Attorneys and representatives of parties to proceedings shall file a written 
notice of appearance with the Executive Secretary or with the administrative law 
judge. 

(b) Summary suspension. Contemptuous conduct at an argument before the 
Board of Directors or at a hearing before an administrative law judge shall be 
ground for exclusion therefrom and suspension for the duration of the argument 
or hearing. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 58.3] § 308.3 Notice of hearing. 


Whenever a hearing is ordered by the Board of Directors in any proceeding pur- 
suant to section 8 of the Federal Deposit Insurance Act, a notice of hearing shall 
be given by the Executive Secretary or other designated officer acting for the Board 


of Directors to the party afforded the hearing and to the appropriate supervisory 
authority. Such notice shall state the time, place, and nature of the hearing, the 
administrative law judge, and the legal authority and jurisdiction under which the 
hearing is to be held, and shall contain a statement of the matters of fact or law 
constituting the grounds for the hearing, and shall be delivered by personal service, 
by registered or certified mail to the last known address, or other appropriate 
means, sufficiently in advance of the date set for hearing to comply with the pro- 
visions of the Federal Deposit Insurance Act. The term “party” means a person or 
agency named or admitted as a party, or any person or agency who has filed a 
written request and is entitled as of right to be admitted as a party; but a person 
or agency may be admitted for a limited purpose. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 58.4] § 308.4 Answer. 


(a) When required. In any notice of hearing issued by the Board of Directors, 
the Board of Directors may direct the party or parties afforded the hearing to file 
an answer to the allegations contained in the notice, and any party to any proceed- 
ing may file an answer. Except where a different period of not less than 10 days 
after service of a notice of hearing is specified by the Board of Directors, a party 
directed to file an answer, or a party who elects to file an answer, shall file the same 
with the Executive Secretary within 20 days after service upon him of the notice 
of hearing. 

(b) Requirements of answer; effect of failure to deny. An answer filed under 
this section shall specifically admit, deny, or state that the party does not have 
sufficient information to admit or deny each allegation in the notice of hearing. A 
statement of lack of information shall have the effect of a denial. Any allegation 
not denied shall be deemed to be admitted. When a party intends to deny only a 
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part or a qualification of an allegation, he shall specify so much of it as is true and 
shall deny only the remainder. 

(c) Admitted allegations. If a party filing an answer under this section elects 
not to contest any of the allegations of fact set forth in the notice of hearing, his 
answer shall consist of a statement that he admits all of the allegations to be true. 
Such an answer shall constitute a waiver of hearing as to the facts alleged in the 
notice, and together with the notice will provide a record basis on which the admin- 
istrative law judge shall file with the Executive Secretary his recommended decision 
containing his findings of fact, conclusions of law and proposed order. Any such 
party may, however, upon service of the recommended decision, findings, conclu- 
sions and proposed order of the administrative law judge, file exceptions thereto 
within the time provided in § 308.10(a). 

(d) Effect of failure to answer. Failure of a party to file an answer required by 
this section within the time provided shall be deemed to constitute a waiver of his 
right to appear and contest the allegations of the notice of hearing and to authorize 
the administrative law judge, without further notice to the party, to find the facts 
to be as alleged in the notice and to file with the Executive Secretary a recom- 
mended decision containing such findings and appropriate conclusions. The Board 
of Directors or the administrative law judge may, for cause shown, permit the filing 
of a delayed answer after the time for filing the answer has expired. 

(e) Opportunity for informal settlement. Any interested party may at any time 
submit to the Secretary, for consideration by the Board of Directors, written offers 
or proposals for settlement of a proceeding, without prejudice to the rights of the 
parties. No such offer or proposal, or counteroffer or proposal, shall be admissible 
in evidence over the objection of any party in any hearing in connection with such 


proceeding. The foregoing provisions of this section shall not preclude settlement 
of any proceeding through the regular adjudicatory process by the filing of an 
answer as provided in this section, or by submission of the case to the administra- 
tive law judge on a stipulation of facts and an agreed order. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14263, May 31, 1973] 


[{ 58.5] § 308.5 Conduct of hearings. 


(a) Selection of administrative law judge. Any hearing shall be held before an 
administrative law judge selected by the Civil Service Commission and designated 
by the Board of Directors and, unless otherwise provided in the notice of hearing, 
shall be conducted as hereinafter provided. 

(b) Authority of administrative law judge. All hearings governed by this part 
shall be conducted in accordance with the provisions of chapter 5 of title 5 of the 
United States Code. The administrative law judge designated by the Board of Di- 
rectors to preside at any such hearing shall have complete charge of the hearing, 
and he shall have the duty to conduct it in a fair and impartial manner and to take 
all necessary action to avoid delay in the disposition of proceedings. The admin- 
istrative law judge shall have all powers necessary to that end, including the 
following: 

(1) To administer oaths and affirmations; 

(2) To issue subpenas and subpenas duces tecum, as authorized by law, and to 
revoke, quash, or modify any such subpena; 

(3) To receive relevant evidence and to rule upon the admission of evidence 
and offers of proof; 

(4) To take or cause depositions to be taken; 

(5) To regulate the course of the hearing and the conduct of the parties and 
their counsel; 
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(6) To hold conferences for the settlement or simplification of issues or for any 
other proper purpose; and 

(7) To consider and rule upon, as justice may require, all procedural and other 
motions appropriate in an adversary proceeding, except that an administrative law 
judge shall not have power to decide any motion to dismiss the proceedings or 
other motion which results in final determination of the merits of the proceedings. 


Without limitation on the foregoing provisions of this paragraph, the administrative 
law judge shall, subject to the provisions of this part, have all the authority of sec- 
tion 556(c) of title 5 of the United States Code. 

(c) Prehearing conference. The administrative law judge may, on his own initia- 
tive or at the request of any party, direct counsel for all parties to meet with him 
at a specified time and place prior to the hearing, or to submit suggestions to him 
in writing, for the purpose of considering any or all of the following: 

(1) Simplification and clarification of the issues; 

(2) Stipulations, admissions of fact and of the contents and authenticity of 
documents; 

(3) Matters of which official notice will be taken; and 

(4) Such other matters as may aid in the orderly disposition of the proceeding, 
including disclosure of the names of witnesses and of documents or other physical 
exhibits which will be introduced in evidence in the course of the proceeding. 


Such conferences shall, at the request of any party, be recorded and at the conclu- 
sion thereof the administrative law judge shall enter in the record an order which 
recites the results of the conference. Such order shall include the administrative 
law judge’s rulings upon matters considered at the conference, together with ap- 
propriate directions to the parties, if any; and such order shall control the subse- 
quent course of the proceedings, unless modified at the hearing to prevent manifest 
injustice. Except as authorized by law, the administrative law judge shall not con- 
sult any person or party on any fact in issue unless upon notice and opportunity 
for all parties to participate, nor be responsible to or subject to the supervision or 
direction of any officer, employee, or agent engaged in the performance of investiga- 
tive or prosecuting functions. No officer, employee, or agent engaged in the per- 
formance of investigative or prosecuting functions in any case shall, in that case or 
a factually related case, participate or advise in the decision of the administrative 
law judge except as a witness or counsel in the proceedings. 

(d) Attendance at hearings. A hearing shall ordinarily be private and shall be 
attended only by the parties, their representatives or counsel, witnesses while testi- 
fying, and other persons having an official interest in the proceeding: Provided, 
however, That on written request by a party or representatives of the Board of 
Directors, or on the Board’s own motion, the Board, in its discretion and to the 
extent permitted by law, may permit other persons-to attend or may order the 
hearing to be public. 

(e) Transcript of testimony. Hearings shall be recorded and transcripts will be 
made available to any party upon payment of the cost thereof and, in the event the 
hearing is public, shall be furnished on similar payment to other interested persons. 
A copy of the transcript of the testimony taken at any hearing, duly certified by 
the reporter, together with all exhibits, all papers and requests filed in the proceed- 
ings, and any briefs or memoranda of law theretofore filed in the proceeding, shall 
be filed with the Executive Secretary of the Corporation, who shall transmit the 
same to the administrative law judge. The Secretary shall promptly serve notice 
upon each of the parties of such filing and transmittal. The administrative law 
judge shall have authority to rule upon motions to correct the record. 

(f) Order of procedure. The counsel for the Corporation shall open and close. 

(g) Continuances and changes or extensions of time and changes of place of 
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hearing. Except as otherwise expressly provided by law, the Board of Directors 
may by the notice of hearing or subsequent order provide time limits different from 
those specified in this part, and the Board of Directors may, on its own initiative 
or for good cause shown, change or extend any time limit prescribed by these rules 
or the notice of hearing, or change the time and place for beginning any hearing 
hereunder. The administrative law judge may continue or adjourn a hearing from 
time to time and, as permitted by law or agreed to by the parties, from place to 
place. Extensions of time for making any filing or performing any act required or 
allowed to ve done within a specified time in the course of a proceeding may be 
granted by the administrative law judge for good cause shown. 

(h) Call for further evidence oral argument, briefs, reopening of hearing. The 
administrative law judge may call for the production of further evidence upon any 
issue, May permit oral argument and submission of briefs at the hearing and, upon 
appropriate notice, may reopen any hearing at any time prior to the certification 
of his recommended decision to the Executive Secretary. The Board of Directors 
shall render its decision within 90 days after the Executive Secretary has notified 
the parties, pursuant to § 308.13, that the case has been submitted to the Board of 
Directors for final decision, unless within such 90-day period the Board of Directors 
shall order that such notice be set aside and the case reopened for further 
proceedings. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14263, 14264, May 31, 1973] 


[{ 58.6] § 308.6 Subpenas. 


(a) Issuance. The administrative law judge, or in the event he is unavailable, 
the Board of Directors, shall issue subpenas at the request of any party, requiring 
the attendance of witnesses or the production of documentary evidence at any 
designated place of hearing; except that where it appears to the administrative law 
judge or the Board of Directors that the subpena may be unreasonable, oppressive, 
excessive in scope, or unduly burdensome, the party seeking the subpena may be 
required, as a condition precedent to the issuance of the subpena, to show the 
general relevance and reasonable scope of the testimony or other evidence sought. 
In the event the administrative law judge or the Board of Directors, after consid- 
eration of all the circumstances, determines that the subpena or any of its terms 
are unreasonable, oppressive, excessive in scope, or unduly burdensome, he or it 
may refuse to issue the subpena, or issue it only upon such conditions as fairness 
require[s]. 

(b) Motion to quash. Any person to whom a subpena is directed may, prior to 
the time specified therein for compliance but in no event more than five days after 
the date of service of such subpena, with notice to the party requesting the subpena, 
apply to the administrative law judge, or, if he is unavailable, to the Board of Di- 
rectors, to revoke, quash, or modify such subpena, accompanying such application 
with a statement of the reasons therefor. 

(c) Service of subpena. Service of a subpena upon a person named therein 
shall be made by delivering a copy of the subpena to such person and by tendering 
the fees for 1 day’s attendance and the mileage as specified in paragraph (d) of 
this section, except that when a subpena is issued at the instance of the Board of 
Directors fees and mileage need not be tendered at the time of service of the sub- 
pena. If service is made by a U.S. marshal, or his deputy, or an employee of the 
Corporation, such service shall be evidenced by his return thereon. If made by 
any other person, such person shall make affidavit thereto, describing the manner 
in which service is made, and return such affidavit on or with the original subpena. 
In case of failure to make service, reasons for the failure shall be stated on the 
original subpena. The original subpena, bearing or accompanied by the required 
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return, affidavit or statement, shall be returned without delay to the administrative 
law judge. 

(d) Attendance of witnesses. The attendance of witnesses and the production 
of documents pursuant to a subpena, issued in connection with a hearing provided 
for in Subpart B, C, or D of this part, may be required from any place in any State 
or in any territory at any designated place where the hearing is being conducted. 
Witnesses subpenaed in any proceeding under this part shall be paid the same fees 
and mileage that are paid witnesses in the district courts of the United States. 

(e) Depositions. The Board of Directors or administrative law judge, by sub- 
pena or subpena duces tecum, may order evidence to be taken by deposition in any 
proceeding at any stage thereof. Such depositions may be taken by the administra- 
tive law judge or before any person designated by the Board of Directors or admin- 
istrative law judge and having power to administer oaths. Unless notice is waived, 
no deposition shall be taken except after at least 5 days’ notice to the parties to the 
proceeding. 

(f) Application and order to take oral deposition. Any party desiring to take 
the oral deposition of a witness, in connection with any hearing provided for in 
this part, shall make application in writing to the administrative law judge or, in the 
event he is unavailable, to the Board of Directors, setting forth the reasons why 
such deposition should be taken, the name and post office address of the witness, 
the matters concerning which the witness is expected to testify, its relevance, and 
the time when, the place where, and the name and post office address of the person 
before whom it is desired the deposition be taken. A copy of such application 
shall be served upon every other party to the proceeding by the party making such 
application. Upon a showing that (1) the proposed witness will be unable to 
attend or may be prevented from attendicg the hearing because of age, sickness or 
infirmity, or will otherwise be unavailable at the hearing, (2) his testimony will 
be material, and (3) the taking of the deposition will not result in any undue 
burden to any other party or in undue delay of the proceeding, the administrative 
law judge or the Board of Directors may, in his or its discretion, by such subpena, 
or subpena duces tecum, order the oral deposition to be taken. Such subpena will 
name the witness whose deposition is to be taken and specify the time when, the 
place where, and the person before whom the witness is to testify, but such time 
and place, and the person before whom the deposition is ordered to be taken, may 
or may not be the same as those named in the application. Notice of the issuance 
of such subpena shall be served upon each of the parties a reasonable time, and in 
no event less than five days, in advance of the time fixed for the taking of the 
deposition. 

(g) Procedure on deposition; objections. Each witness testifying upon oral dep- 
osition shall be duly sworn, and the adverse party shall have the right to cross- 
examine. Objections to questions or evidence shall be in short form, stating the 
grounds of objection relied upon; but the person taking the deposition shall not 
have power to rule upon questions of competency or materiality or relevance of 
evidence. Failure to object to questions or evidence shall not be deemed a waiver 
except where the ground of the objection is one which might have been obviated 
or removed if presented at that time. The questions propounded and the answers 
thereto, together with all objections made (but not including argument or debate) 
shall be recorded by the person taking the deposition, or under his direction. The 
deposition shall be subscribed by the witness, unless the parties by stipulation 
waived the signing or the witness is ill or cannot be found or refused to sign, and 
certified as a true and complete transcript thereof by the person taking the deposi- 
tion. If the deposition is not subscribed to by the witness, such person shall state 
on the record this fact and the reason therefor. Such person shall promptly send 
the original and two copies of such deposition, together with the original and two 
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copies of all exhibits, by registered mail to the Executive Secretary of the Corpora- 
tion unless otherwise directed in the order authorizing the taking of the deposition. 
Interested parties shall make their own arrangements with the person taking the 
deposition for copies of the testimony and the exhibits. 

(h) Introduction as evidence. Subject to appropriate rulings on such objections 
to questions of evidence as were noted at the time the deposition was taken or as 
would be valid were the witness personally present and testifying (except objections 
waived under the third sentence of paragraph (g) of this section), the deposition 
or any part thereof may be read in evidence by any party to the proceeding. Only 
such part or the whole of a deposition as is received in evidence at a hearing shall 
constitute a part of the record in such proceeding upon which a decision may be 
based. 

(i) Payment of fees. Witnesses whose oral depositions are taken shall be en- 
titled to the same fees as are paid for like services in the courts of the United States. 
Fees of persons taking such depositions and the fees of the reporter shall be paid 
by the person upon whose application the deposition was taken. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.7] § 308.7 Rules of evidence. 


(a) Evidence. Every party shall have the right to present his case or defense 
by oral and documentary evidence, to submit rebuttal evidence and to conduct such 
cross-examination as may be required for a full and true disclosure of the facts. 
Irrelevant, immaterial, or unduly repetitious evidence shall be excluded. 

(b) Objections. Objections to the admission or exclusion of evidence shall be 
in short form, stating the grounds of objections relied upon, and the transcript shall 


not include argument thereon .except as ordered, allowed, or requested by the ad- 
ministrative law judge. Rulings on such objections and on any other matters shall 
be a part of the transcript. Failure to object to admission or exclusion of evidence 
or to any ruling shall be considered a waiver of such objection. 

(c) Official notice. All matters officially noticed by the administrative law judge 
shall appear on the record. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


{{ 58.8] § 308.8 Motions. 


(a) In writing. An application or request for an order or ruling not otherwise 
specifically provided for in this part shall be made by motion. After an admin- 
istrative law judge has been designated to preside at a hearing and before the filing 
with the Secretary of his recommended decision, pursuant to § 308.9, such applica- 
tions or requests shall be addressed to and filed with him. At all other times mo- 
tions shall be addressed to the Board of Directors and filed with the Secretary. 
Motions shall be in writing, except that a motion made at a session of a hearing 
may be made orally upon the record unless the administrative law judge directs 
that it be reduced to writing. All written motions shall state with particularity the 
order or relief sought and the grounds therefor. 

(b) Objections. Within 5 days after service of any written motion, or within 
such other period of time as may be fixed by the administrative law judge or the 
Board of Directors, any party may file a written answer or objection to such motion. 
The moving party shail have no right to reply, except as permitted by the admin- 
istrative law judge or the Board of Directors. As a matter of discretion, the ad- 
ministrative law judge or the Board of Directors may waive the requirements of 
this section as to motions for extensions of time, and may rule upon such motions 
ex parte. 
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(c) Oral argument. No oral argument will be heard on motions except as other- 
wise directed by the administrative law judge or the Board of Directors. Written 
memoranda or briefs may be filed with motions or answers or objections thereto, 
stating the points and authorities relied upon in support of the position taken. 

(d) Rulings on motions. Except as otherwise provided in this part, the admin- 
istrative law judge shall rule upon all motions properly addressed to him and upon 
such other motions as the Board of Directors may direct, except that if the admin- 
istrative law judge finds that a prompt decision by the Board of Directors on a 
motion is essential to the proper conduct of the proceeding, he may refer such 
motion to the Board of Directors for decision. The Board of Directors shall rule 
upon all motions properly submitted to it for decision. 

(e) Appeal from rulings on motions. All motions and answers or objections 
thereto and rulings thereon shall become part of the record. Rulings of an admin- 
istrative law judge on any motion may not be appealed to the Board of Directors 
prior to its consideration of the administrative law judge’s recommended decision, 
findings and conclusions except by special permission of the Board of Directors; 
but they shall be considered by the Board of Directors in reviewing the record. 
Requests to the Board of Directors for special permission to appeal from such 
rulings of the administrative law judge shall be filed promptly, in writing, and shall 
briefly state the grounds relied on. The moving party shall immediately serve a 
copy thereof on every other party to the proceeding. 

(f) Continuation of hearing. Unless otherwise ordered by the administrative 
law judge or the Board of Directors, the hearing shall continue pending the deter- 
mination of any motion by the Board of Directors. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.9] § 308.9 Proposed findings and conclusions and recommended de- 
cision. 


(a) Proposed findings and conclusions by parties. Each party to a hearing shall 
have a period of 15 days after service of the notice by the Executive Secretary of 
the Corporation of the filing and transmittal of the record, as provided in paragraph 
(e) of § 308.5, or such further time as the administrative law judge for good cause 
shall determine, to file with the administrative law judge proposed findings of fact, 
conclusions of law and order, which may be accompanied by a brief or memoran- 
dum in support thereof. Such proposals shall be supported by citation of such 
statutes, decisions and other authorities, and by page references to such portions 
of the record, as may be relevant. All such proposals, briefs and memoranda shall 
become a part of the record. 

(b) Recommended decision and filing of record. The administrative law judge 
shall, within 30 days after the expiration of the time allowed for the filing of pro- 
posed findings, conclusions, and order, or within such further time as the Board 
of Directors for good cause shall determine, file with the Executive Secretary of the 
Corporation and certify to the Board of Directors for decision the entire record of 
the hearing, which shall include his recommended decision, findings of fact, con- 
clusions of law, and proposed order, the transcript, exhibits (including on request 
of any of the parties any exhibits excluded from evidence or tenders of proof), 
exceptions, rulings, and all briefs and memoranda filed in connection with the hear- 
ing. Promptly upon such filing the Executive Secretary of the Corporation shall 
serve upon each party to the proceeding a copy of the administrative law judge’s 
recommended decision, findings, conclusions, and proposed order. The provisions 
of this paragraph and § 308.10 shall not apply, however, in any case where the 
hearing was held before the Board of Directors. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 
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{[{ 58.10] § 308.10 Exceptions. 


(a) Filing. Within 15 days after service of the recommended decision, findings, 
conclusions, and proposed order of the administrative law judge, or such further 
time as the Board of Directors for good cause shall determine, any party (other 
than a party who has not filed an answer in accordance with paragraphs (a) and 
(d) of § 308.4, unless no answer was required of such party by the Board of Di- 
rectors) may file with the Executive Secretary of the Corporation exceptions thereto 
or any part thereof, or to the failure of the administrative law judge to make any 
recommendation, finding, or conclusion, or to the admission or exclusion of evi- 
dence, or other ruling of the administrative law judge, supported by such brief as 
may appear advisable. 

(b) Waiver. Failure of a party to file exceptions to the recommended decision, 
findings, conclusions, and proposed order of the administrative law judge or any 
portion thereof, or to his failure to adopt a proposed finding or conclusion, or to 
the admission or exclusion of evidence or other ruling of the administrative law 
judge, within the time prescribed in paragraph (a) of this section, shall be deemed 
to be a waiver of objection thereto. 

(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.11] § 308.11 Briefs. 


(a) Contents. All briefs shall be confined to the particular matters in issue. 
Each exception or proposed finding or conclusion which is briefed shall be sup- 
ported by a concise argument or by citation of such statutes, decisions or other 
authorities and by page reference to such portions of the record or recommended 


decision of the administrative law judge as may be relevant. If the exception re- 
lates to the admission or exclusion of evidence, the substance of the evidence 
admitted or excluded shall be set forth in the brief with appropriate references to 
the transcript. 

(b) Reply briefs. Reply briefs may be filed with the Executive Secretary of the 
Corporation within 10 days after service of briefs and shall be confined to matters 
in original briefs of opposing parties. Further briefs may be filed only with the 
permission of the Board of Directors. 

(c) Delays. Briefs not filed on or before the time fixed in this subpart will be 
received only upon special permission of the Board of Directors. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.12] § 308.12 Oral argument before the Board of Directors. 


Upon its own initiative, or upon the written request of any party made within 
the time prescribed for the filing of exceptions, a brief in support thereof, or a reply 
brief, if any, for oral argument on the findings, conclusions, and recommended 
decision of the administrative law judge, the Board of Directors, if it considers 
justice will best be served, may order the matter to be set down for oral argument 
before the Board of Directors or one or more members thereof. Oral argument 
before the Board of Directors shall be recorded unless otherwise ordered by the 
Board of Directors. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[€ 58.13] $ 308.13 Notice of submission to the Board of Directors. 


Upon the filing of the record with the Executive Secretary of the Corporation, 
and upon the expiration of the time for the filing of exceptions and all briefs, in- 
cluding reply briefs or any further briefs permitted by the Board of Directors and 
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upon the hearing of oral argument by the Board of Directors, if ordered by the 
Board of Directors, the Executive Secretary shall notify the parties that the case 
has been submitted to the Board of Directors for final decision. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.14] § 308.14 Decision of Board of Directors. 


Appropriate members of the staff, who are not engaged in the performance of 
investigative or prosecuting functions in the case, or in a factually related case, may 
advise and assist the Board of Directors in the consideration of the case and in the 
preparation of appropriate documents for its disposition. Copies of the decision 
and order of the Board of Directors shall be furnished by the Executive Secretary 
of the Corporation to the parties to the proceedings, the bank involved and to the 
appropriate State supervisory authority, in the case of a State bank. Where the 
proceedings involve the involuntary termination of the insured status of a bank, 
copies of the decision and order shall also be furnished to the Board of Governors 
of the Federal Reserve System in the case of a State member bank, or to the Comp- 
troller of the Currency in the case of a national bank or a District bank. 

[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.15] § 308.15 Filing papers. 


Recommended decisions, exceptions, briefs and other papers required to be filed 
with the Board of Directors or Executive Secretary in any proceedings shall be 
filed with the Executive Secretary, Federal Deposit Insurance Corporation, Wash- 
ington, D.C. 20429. Any such papers may be sent to the Executive Secretary by 


mail or express but must be received in the office of the Corporation in Washington, 
D.C., or postmarked by a post office, within the time limit for such filing. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.16] § 308.16 Service. 


(a) By the Board of Directors. All documents or papers required to be served 
by the Board of Directors upon any party afforded a hearing shall be served by the 
Executive Secretary of the Corporation unless some other person shall be designated 
for such purpose by the Board of Directors. Such service, except for service on 
counsel for the Board of Directors, shall be made by personal service or by regis- 
tered mail, addressed to the last known address as shown on the records of the 
Board of Directors, on the attorney or representative of record of such party, pro- 
vided that if there is no attorney or representative of record, such service shall be 
made upon such party at the last known address as shown on the records of the 
Board of Directors. Such service may also be made in such other manner reason- 
ably calculated to give actual notice as the Board of Directors may by regulation or 
otherwise provide. 

(b) By the parties. Except as otherwise expressly provided in this part, all docu- 
ments or papers filed in a proceeding under this part shall be served by the party 
filing the same upon the attorneys or representatives of record of all other parties 
to the proceeding, or, if any party is not so represented, then upon such party. 
Such service may be made by personal service or by registered, certified, or regular 
first-class mail addresed to the last known address of such parties, or their attorneys 
or representatives of record. All such documents or papers shall, when tendered 
to the Board of Directors or the administrative law judge for filing, show that such 
service has been made. 

(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 
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[{ 58.17] § 308.17 Copies. 


Unless otherwise specifically provided in the notice of hearing, an original and 
seven copies of all documents and papers required or permitted to be filed or served 
upon the Executive Secretary of the Corporation under this part, except the tran- 
script of testimony and exhibits, shall be furnished to the Executive Secretary of 
the Corporation. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


[{ 58.18] § 308.18 Computing time. 


(a) General rule. In computing any period of time prescribed or allowed by 
this part, the date of the act, event or default from which the designated period of 
time begins to run is not to be included. The last day so computed shall be in- 
cluded, unless it is a Saturday, Sunday, or legal holiday in the District of Columbia, 
in which event the period shall run until the end of the next day which is neither 
a Saturday, Sunday, nor such legal holiday. Intermediate Saturdays, Sundays, and 
legal holidays shall be included in the computation unless the time within which 
the act is to be performed is 10 days or less in which event Saturdays, Sundays, 
and legal holidays shall not be included. 

(b) Service by mail. Whenever any party has the right or is required to do 
some act or take some proceeding, within a period of time prescribed in this part, 
after the service upon him of any document or other paper of any kind, and such 
service is made by mail, 3 days shall be added to the prescribed period from the 
date when the matter served is deposited in the United States mail. 


[{ 58.19] § 308.19 Documents in proceedings confidential. 


Unless and until otherwise ordered by the Board of Directors, the notice of hear- 
ing, the transcript, the recommended decision of the administrative law judge, ex- 
ceptions thereto, proposed findings or conclusions, the findings and conclusions of 
the Board of Directors and other papers which are filed in connection with any 
hearing shall not be made public, and shall be for the confidential use only of the 
Board of Directors, the administrative law judge, the parties and appropriate super- 
vising authorities. 

[32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 


{€ 58.20] § 308.20 Formal requirements as to papers filed. 


(a) Form. All papers filed under this subpart shall be printed, typewritten, or 
otherwise reproduced. All copies shall be clear and legible. 

(b) Signature. The original of all papers filed by a bank shall be signed by an 
officer thereof, and if filed by another party shall be signed by said party, or by the 
duly authorized agent or attorney of the bank or other party, and in all such cases 
shall show the signer’s address. Counsel for the Corporation shall sign the original 
of all papers filed by him. 

(c) Caption. All papers filed must include at the head thereof, or on a title 
page, the name of the Corporation, the name of the party, and the subject of the 
particular paper. 


Subpart B—Rules and Procedures Applicable to Proceedings for the 
Involuntary Termination of Insured Status 


[{ 58.21] § 308.21 Scope. 


Under the authority of section 8 of the Federal Deposit Insurance Act, the Board 
of Directors of the Corporation may terminate the insured status of an insured bank 
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upon the grounds set forth therein and enumerated in §§ 308.22 and 308.27. The 
procedure for terminating the insured status of a bank as therein prescribed will be 
followed and hearings required thereunder will be conducted in accordance with 
the rules and procedures set forth in this subpart and Subpart A of this part. 


[{ 58.22] § 308.22 Grounds for termination of insurance. 


Whenever the Board of Directors finds that an insured bank or its directors or 
trustees have engaged or are engaging in unsafe or unsound practices in conducting 
the business of such bank, or that such bank is in an unsafe or unsound condition 
to continue operations as an insured bank, or that such bank or its directors or 
trustees have violated an applicable law, rule, regulation or order, or any condition 
imposed in writing by the Corporation in connection with the granting of any ap- 
plication or other request by the bank, or any written agreement entered into with 
the Corporation, the Board of Directors will first give to the Comptroller of the 
Currency in the case of a national bank or a District bank, to the authority having 
supervision of the bank in the case of a State bank, and to the Board of Governors 
of the Federal Reserve System in the case of a State member bank, a statement 
with respect to such practices or violations for the purpose of securing the correc- 
tion thereof and will forward a copy thereof to the bank. 


[€ 58.23] § 308.23 Notice of intention to terminate insured status. 


Unless correction of the practices, condition or violations set forth in the state- 
ment prescribed in § 308.22 is made within 120 days, or such shorter period not 
less than 20 days fixed by the Corporation in any case where the Board of Directors 
in its discretion has determined that the insurance risk of the Corporation is unduly 
jeopardized, or fixed by the Comptroller of the Currency in the case of a national 
bank, or the State authority in the case of a State bank, or Board of Governors of 
the Federal Reserve System in the case of a State member bank, as the case may be, 
the Board of Directors, if it determines to proceed further, will give to the bank 
not less than 30 days’ written notice of its intention to terminate the status of the 
bank as an insured bank, and will fix a time and place for a hearing before the 
Board of Directors or before a person designated by it to conduct such hearing, 
at which evidence may be produced, and upon such evidence the Board of Directors 
will make written findings which shall be conclusive. 


[€ 58.24] § 308.24 Order terminating insured status. 


If the Board of Directors finds that any unsafe or unsound practice or condition 
of violation specified in such statement has been established and has not been cor- 
rected within the time prescribed under § 308.23, in which to make such correc- 
tions, the Board of Directors may order that the insured status of the bank be 
terminated on a date subsequent to such finding and to the expiration of the time 
specified in the notice of intention issued under § 308.23. 


{€ 58.25] § 308.25 Consent to termination of insured status. 


Unless the bank appears at the hearing designated in the notice of hearing by a 
duly authorized representative, it shall be deemed to have consented to the termina- 
tion of its status as an insured bank. In the event the bank fails to appear at such 
hearing, the administrative law judge shall forthwith report the matter to the Board 
of Directors and the Board may thereupon issue an order terminating the bank’s 
insured status. 


(32 F.R. 11147, Aug. 1, 1967, as amended at 38 F.R. 14264, May 31, 1973] 
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{{ 58.26] § 308.26 Notice of termination of insured status. 


Prior to the effective date of the termination of the insured status of a bank 
under section 8(a) of the Federal Deposit Insurance Act and at such time as the 
Board of Directors shall specify, the bank shall mail to each depositor at his last 
address of record on the books of the bank and publish in noi less than two issues 
of a local newspaper of general circulation and shall furnish the Corporation with 
proof of publication of notice of such termination of insured status. The notice 
shall be as follows: 

NOTICE 


(Date) 

1. The status of the , as an 
insured bank under the provisions of the Federal Deposit Insurance Act, will ter- 
minate as of the close of business on the day of ae <4 

2. Any deposits made by you after that date, either new deposits or additions 
to existing deposits, will not be insured by the Federal Deposit Insurance Corpo- 
ration; 

3. Deposits in the bank on the day of » 9 .4~ ees 
maximum of $20,000 for each depositor, will continue to be insured, as provided 
by the Federal Deposit Insurance Act, for 2 years after the close of business on 
the day of , 19 |: Provided, however, That any withdrawals 
after the close of business on the day of , 19 .., will reduce 
the insurance coverage by the amount of such withdrawals. 


(Name of banking institution) (Address) 


There may be included in such notice any additional information or advice the 
banking institution may deem desirable. 


[32 F.R. 11147, Aug. 1, 1967, as amended at 35 F.R. 460, Jan. 14, 1970] 


{© 58.27] § 308.27 Terminaticn cf insured status of banking institution not 
engaged in the business of receiving deposits other than trust funds. 


Whenever the Board of Directors shall have evidence indicating that an insured 
banking institution is not engaged in the business of receiving deposits, other than 
trust funds, it will give notice in writing to the banking institution of such fact, and 
will direct the banking institution to show cause why the insured status of the bank- 
ing institution should not be terminated under the provisions of section 8(p) of the 
Federal Deposit Insurance Act. The banking institution shall have 30 days, or such 
greater period of time as the Board of Directors shall prescribe, after receipt of 
such notice to submit affidavits or other written proof that it is engaged in the 
business of receiving deposits, other than trust funds. The Board of Directors may, 
in its discretion, upon written request of the banking institution, authorize a hearing 
before it or any person designated by it. If upon consideration of the evidence, 
the Board of Directors finds that the banking institution is not engaged in the busi- 
ness of receiving deposits, other than trust funds, such finding shall be conclusive 
and the Corporation will notify the banking institution that its insured status will 
terminate at the expiration of the first full semiannual assessment period following 
such notice. Prior to the date of the termination of the insured status of a banking 
institution under section 8(c) of the Federal Deposit Insurance Act, and within 
the time specified by the Board of Directors, the banking institution shall mail to 
each depositor at his last address of record on its books and publish in not less than 
two issues of a local newspaper of general circulation, a notice of such termination 
in form substantially as follows: 
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(Date) 
The status of the ug P 
(Name of banking institution) (City or town) 
, as an insured bank under the Federal Deposit Insurance Acct, 
(State) 
will terminate on the day of , 19 . ., and its deposits will there- 
upon cease to be insured. 


(Name of banking institution) (Address) 
There may be included in such notice any additional information or advice the 
banking institution may deem desirable. 


Subpart C—Rules and Procedures Applicable to Proceedings Relating to 
Cease-and-Desist Orders 


[{ 58.28] § 308.28 Scope. 


The rules and procedures set forth in this subpart are applicable to proceedings 
by the Board of Directors with a view to ordering an insured State nonmember 
bank (other than a District bank) to cease and desist from practices and violations 
described in section 8 of the Federal Deposit Insurance Act and enumerated in 
§ 308.29. The procedures for issuing such orders prescribed in section 8 of said 
Act will be followed and hearings required thereunder will be conducted in accord- 
ance with the rules and procedures set forth in this subpart and Subpart A of this 
part. 


[{ 58.29] § 308.29 Grounds for cease-and-desist orders. 


If, in the opinion of the Board of Directors, any insured State nonmember bank 
(other than a District bank) or bank which has insured deposits is engaging or has 
engaged, or the Board of Directors has reasonable cause to believe that the bank 
is about to engage, in an unsafe or unsound practice in conducting the business of 
such bank, or is violating or has violated, or the Board of Directors has reasonable 
cause to believe that the bank is about to violate, a law, rule, or regulation, or any 
condition imposed in writing by the Board of Directors in connection with the 
granting of an application or other request by the bank, or any written agreement 
entered into with the Corporation, the Board of Directors may issue and serve upon 
the bank a notice of charges in respect thereof. 


[{ 58.30] § 308.30 Notice of charges and hearing. 


The notice referred to in § 308.29 will contain a statement of the facts consti- 
tuting the alleged violation or violations or the unsafe or unsound practice or prac- 
tices, and fix a time and place at which a hearing will be held to determine whether 
an order to cease and desist therefrom should issue against the bank. The hearing 
will be fixed for a date not earlier than 30 days nor later than 60 days after service 
of such notice unless an earlier or a later date is set by the Board of Directors at 
the request of the bank. Unless the bank appears at the hearing by a duly autho- 
rized representative, it will be deemed to have consented to the issuance of the 
cease-and-desist order. 


[{ 58.31] § 308.31 Issuance of order. 


In the event of such consent, or if upon the record made at any such hearing, 
the Board of Directors finds that any violation or unsafe or unsound practice 





q 58.32 REGULATIONS—12 C.F.R. PT. 308 1-148 


specified in the notice of charges has been established, the Board of Directors may 
issue and serve upon the bank an order to cease and desist from any such violation 
or practice. Such order may, by provisions which may be mandatory or otherwise, 
require the bank and its directors, officers, employees, and agents to cease and 
desist from the same and, further, to take affirmative action to correct the conditions 
resulting from any such violation or practice. 


[{ 58.32] § 308.32 Effective date. 


A cease-and-desist order will become effective at the expiration of 30 days after 
the service of such order upon the bank concerned (except in the case of a cease- 
and-desist order issued upon consent, which will become effective at the time 
specified therein), and will remain effective and enforceable as provided therein, 
except to such extent as it is stayed, modified, terminated, or set aside by action 
of the Board of Directors or a reviewing court. 


{{ 58.33] § 308.33 Temporary cease-and-desist orders. 


Whenever the Board of Directors determines that the violation or threatened 
violation or the unsafe or unsound practice or practices, specified in the notice of 
charges referred to in § 308.28, or the continuation thereof, is likely to cause in- 
solvency or substantial dissipation of assets or earnings of the bank, or is likely to 
otherwise seriously prejudice the interests of its depositors, the Board of Directors 
may issue a temporary order requiring the bank to cease and desist from any such 
violation or practice. 


[{ 58.34] § 308.34 Effective date of temporary order. 


Such order will become effective upon service upon the bank and, unless set 
aside, limited, or suspended by a court in proceedings authorized under the Federal 
Deposit Insurance Act will remain effective and enforceable pending the completion 
of the administrative proceedings held pursuant to such notice and until such time 
as the Board of Directors dismisses the charges specified in such notice, or if a 
cease-and-desist order is issued against the bank pursuant to § 308.29, until the 
effective date of any such order. 


Subpart D—Rules and Procedures Applicable to Proceedings Relating to 
Removal and Suspension Orders 


[{ 58.35] § 308.35 Scope. 


The rules and procedures set forth in this subpart are applicable to proceedings 
by the Board of Directors to remove or suspend directors or officers of an insured 
State nonmember bank (other than a District bank) or any other person partici- 
pating in the conduct of the affairs of such a bank, and/or prohibit such director, 
officer or other person from further participation in the conduct of the affairs of 
such a bank, upon the grounds set forth in section 8 of the Federal Deposit Insur- 
ance Act and enumerated in this subpart. The procedures for issuing such orders 
prescribed in section 8 of said Act will be followed and hearings required there- 
under will be conducted in accordance with the rules and procedures set forth in 
this subpart and Subpart A of this part. 


[€ 58.36] § 308.36 Grounds for removal order. 


(a) Whenever, in the opinion of the Board of Directors, any director or officer 
of an insured State nonmember bank (other than a District bank) has committed 
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any violation of law, rule, or regulation, or of a cease-and-desist order which has 
become final, or has engaged or participated in any unsafe or unsound practice in 
connection with the bank, or has committed or engaged in any act, omission, or 
practice which constitutes a breach of his fiduciary duty as such director or officer, 
and the Board of Directors determines that the bank has suffered or will probably 
suffer substantial financial loss or other damage or that the interests of its depositors 
could be seriously prejudiced by reason of such violation or practice or breach of 
fiduciary duty, and that such violation or practice or breach of fiduciary duty is 
one involving personal dishonesty on the part of such director or officer, the Board 
of Directors may serve upon such director or officer a written notice of its intention 
to remove him from office. 

(b) Whenever, in the opinion of the Board of Directors, any director or officer 
of an insured State nonmember bank (other than a District bank), by conduct or 
practice with respect to another insured bank or other business institution which 
resulted in substantial financial loss or other damage, has evidenced his personal 
dishonesty and unfitness to continue as a director or officer and, whenever, in the 
opinion of the Board of Directors, any other person participating in the conduct of 
the affairs of an insured State nonmember bank (other than a District bank), by 
conduct or practice with respect to such bank or other insured bank or other busi- 
ness institution which resulted in substantial financial loss or other damage, has 
evidenced his personal dishonesty and unfitness to participate in the conduct of the 
affairs of such insured bank, the Board of Directors may serve upon such director, 
officer, or other person a written notice of its intention to remove him from office 
and/or to prohibit his further participation in any manner in the conduct of the 
affairs of the bank. 


[{ 58.37] § 308.37 Grounds for suspension order. 


In respect to any director or officer of an insured State nonmember bank (other 
than a District bank) or any other person referred to in § 308.36 (a) or (b) the 
Board of Directors may, if it deems it necessary for the protection of the bank or 
the interests of its depositors, by written notice to such effect served upon such 
director, officer, or other person, suspend him from office and/or prohibit him 
from further participation in any manner in the conduct of the affairs of the bank. 


[€ 58.38] § 308.38 Effective date of suspension order. 


Any suspension and/or prohibition which is subject to the notice prescribed in 
§ 308.37, shall become effective upon service of such notice and, unless stayed by 
a court in proceedings authorized by the Federal Deposit Insurance Act, shall re- 
main in effect pending the completion of the administrative proceedings held pur- 
suant to the notice served under § 308.36 (a) or (b) and until such time as the 
Board of Directors shall dismiss the charges specified in such notice, or, if an order 
of removal and/or prohibition is issued against the director or officer or other per- 
son, until the effective date of any such order. Copies of any such notice will also 
be served upon the bank of which he is a director or officer or in the conduct of 
whose affairs he has participated. 


[{ 58.39] § 308.39 Notice of intention to remove and hearing. 


A notice of intention to remove a director, officer, or other person from office 
and/or to prohibit his participation in the conduct of the affairs of an insured bank, 
will contain a statement of the facts constituting grounds therefor and will fix a 
time and place at which a hearing will be held thereon. Such hearing will be fixed 
for a date not earlier than 30 days nor later than 60 days after the date of service 
of such notice, unless an earlier or a later date is set by the Board of Directors at 
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the request of (a) such director or officer or other person, and for good cause 
shown, or (b) the Attorney General of the United States. Unless such director, 
officer, or other person appears at the hearing in person or by a duly authorized 
representative, he shall be deemed to have consented to the issuance of an order 
of such removal and/or prohibition. 


[{ 58.40] § 308.40 Issuance of removal order and effective date. 


In the event of such consent, or if upon the record made at any such hearing the 
Board of Directors finds that any of the grounds specified in such notice has been 
established, the Board of Directors may issue such orders of suspension or removal 
from office, and/or prohibition from participation in the conduct of the affairs of 
the bank, as it may deem appropriate. Any such order shall become effective at 
the expiration of 30 days after service upon such bank and the director, officer, or 
other person concerned (except in the case of an order issued upon consent, which 
shall become effective at the time specified therein). Such order shall remain effec- 
tive and enforceable except to such extent as it is stayed, modified, terminated, or 
set aside by action of the Board of Directors or a reviewing court. 


[{ 58.41] § 308.41 Suspension and removal where felony charged. 


(a) Whenever any director or officer of an insured State nonmember bank 
(other than a District bank), or other person participating in the conduct of the 
affairs of such bank is charged in any information, indictment, or complaint autho- 
rized by a U.S. attorney, with the commission of or participation in a felony in- 
volving dishonesty or breach of trust, the Board of Directors may, by written notice 
served upon such director, officer, or other person suspend him from office and/or 
prohibit him from further participation in any manner in the conduct of the affairs 
of the bank. A copy of such notice will also be served upon the bank. Such sus- 
pension and/or prohibition shall remain in effect until such information, indictment, 
or complaint is finally disposed of or until terminated by the Board of Directors. 


(b) In the event that a judgment of conviction with respect to such offense is 
entered against such director, officer, or other person, and at such time as such 
judgment is not subject to further appellate review, the Board of Directors may 
issue and serve upon such director, officer, or other person an order removing him 
from office and/or prohibiting him from further participation in any manner in the 
conduct of the affairs of the bank except with the consent of the Board of Directors. 
A copy of such order will also be served upon such bank, whereupon such director 
or officer shall cease to be a director or officer of such bank. A finding of not guilty 
or other disposition of the charge will not preclude the Board of Directors from 
thereafter instituting proceedings to remove such director, officer, or other person 
from office and/or to prohibit further participation in bank affairs, pursuant to the 
provisions of this subpart. 


Subpart E—Procedures Applicable to Proceedings Pursuant to Section 10(c) 
of the Federal Deposit Insurance Act* 


[{ 58.42] § 308.42 Scope. 


The procedures in this part shall be followed in connection with the exercise of 
those powers specified in section 10(c) of the Federal Deposit Insurance Act. For 
purposes of this Part, the exercise of any and all such powers shall be referred to 


* This subpart was inserted pursuant to 40 F.R. 28049, July 3, 1975. 
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as “proceedings pursuant to section 10(c).” This term shall also be used to refer 
to any proceedings conducted pursuant to the exercise of such powers. Proceed- 
ings pursuant to section 10(c), which may be conducted by the Federal Deposit 
Insurance Corporation, or its designated representative in connection with exami- 
nations of insured State nonmember banks or their affiliates, include the power to 
administer oaths and affirmations and to examine and to take and preserve testi- 
mony under oath as to any insured bank or affiliate thereof, and to issue subpoenas 
and subpoenas duces tecum, and, for the enforcement thereof, to apply to the 
United States District Court for the judicial district or the United States court in 
any territory in which the main office of the bank or affiliate thereof is located, or 
in which the witness resides or carries on business. 


[{ 58.43] § 308.43 Confidential proceedings. 


Unless otherwise provided by § 308.45(c) of this Part, all proceedings pursuant 
to section 10(c) shall be confidential. Information or documents obtained by the 
Corporation in the course of such proceedings shall be disclosed only in accordance 
with the provisions for disclosure of such information established by Part 309. 


[{ 58.44] § 308.44 Orders to conduct proceedings. 


A proceeding pursuant to section 10(c) shall be conducted only after the issu- 
ance of an order authorizing such proceeding. The order shall designate the person 
or persons duly authorized to conduct the proceeding, which persons are autho- 
rized, among other things, to issue subpoenas and subpoenas duces tecum, to 
administer oaths, and receive affirmations as to any matter under examination by 
the Federal Deposit Insurance Corporation. Such order may be issued by the Board 
of Directors, the General Counsel or his designee, the Director of the Division of 
Bank Supervision or his designee, or each Regional Director, provided that powers 
relating to the issuance of subpoenas and subpoenas duces tecum and the enforce- 
ment thereof shall not be exercised by Regional Directors without prior approval 
of the Director of the Division of Bank Supervision and the concurrence of the 
General Counsel. Upon application and for good cause shown, the Board of Direc- 
tors, or the person issuing such order, may limit, quash, modify, or withdraw such 
order. 


[{ 58.45] § 308.45 Rights of witness. 


(a) Any person who is compelled or requested to furnish testimony, documen- 
tary evidence, or other information with respect to any matter under examination 
in a proceeding pursuant to section 10(c) shall upon request be shown the order 
initiating such a proceeding. 


(b) Any person who, in a proceeding pursuant to section 10(c), is compelled 
to appear and testify or who appears and testifies by request or permission of the 
Federal Deposit Insurance Corporation may be accompanied, represented and 
advised by counsel. The right to be accompanied, represented, and advised by 
counsel shall mean the right of a person testifying to have an attorney present with 
him at all times while testifying and to have this attorney (1) advise such person 
before, during and after the conclusion of his testimony, (2) question such person 
briefly at the conclusion of his testimony to clarify any of the answers such person 
has given, and (3) make summary notes during such testimony solely for the use 
of such person. 
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(c) All persons giving testimony in a proceeding pursuant to section 10(c), 
shall be sequestered, and unless permitted in the discretion of the designated repre- 
sentative conducting the proceeding, no such person or the counsel accompanying 
any such person shall be permitted to be present at the testimony of any other 
person. 


(d) If the record developed by the Federal Deposit Insurance Corporation in 
the course of such proceeding contains allegations of wrongdoing by any person 
with respect to the affairs or ownership of any insured State nonmember bank or 
affiliate thereof, such person shall be advised of the nature of the alleged wrong- 
doing and shall be afforded a reasonable opportunity, consistent with administra- 
tive efficiency and with the avoidance of undue delay, to produce evidence in 
rebuttal. Such evidence may be in documentary form, including depositions and 
statements under oath, or it may consist of testimony given before the designated 
representative conducting such a proceeding. All such evidence shall be made of 
the record developed in the course of the proceeding pursuant to section 10(c). 


(e) The designated representative conducting the proceeding pursuant to sec- 
tion 10(c) shall report to the Board of Directors of the Federal Deposit Insurance 
Corporation any instances where any person has been guilty or dilatory, obstruc- 
tionist, or contumacious conduct during the course of the proceeding or any other 
instance involving a violation of these rules. The Board of Directors will there- 
upon take such further action as the circumstances may warrant, including exclu- 
sion of the offending individual or individuals from further participation in the 
particular proceedings. 


[€ 58.46] § 308.46 Transcripts. 


Transcripts of testimony, if any, shall be recorded solely by the official reporter, 
or by any other person or means chosen by the person or persons conducting the 
proceeding pursuant to section 10(c). A person submitting documentary evidence 
or testimony shall be entitled to procure a copy of his documentary evidence or a 
copy of the transcript, if any, of his testimony. 


[€ 58.47] § 308.47 Service of subpoena. 


Service of a subpoena upon the person named therein shall be made by deliv- 
ering a copy of the subpoena to such person and by tendering the fees for one day’s 
attendance and the mileage as specified by § 308.48 of this part. When the sub- 
poena is issued at the instance of a duly designated representative of the Federal 
Deposit Insurance Corporation, fees and mileage need not be tendered at the time 
of service. Delivery of a copy of a subpoena and tender of the fees to a natural 
person may be made by handing them to the person; or leaving them at his office 
with the person in charge thereof; or, if there is no one in charge, leaving them in 
a conspicuous place therein; or leaving them at his dwelling place or usual place 
of abode with some person of suitable age or discretion or residing therein, or by 
mailing them by registered or certified mail to him at his last known address; or by 
any method whereby actual notice is given to him and the fees are made available 
prior to the return date. When the person to be served is not a natural person, 
delivery of a copy of the subpoena and tender of the fees may be effected by hand- 
ing them to a registered agent for service or to any officer, director, or to any 
officer, director, or agent in charge of any office of such person, or by mailing them 
by registered or certified mail to such representative at his last known address; or 
by any method whereby actual notice is given to such representative and the fees 
are made available prior to the return date. 
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[{ 58.48] § 308.48 Witness fees and mileage. 


Witnesses summoned before the Federal Deposit Insurance Corporation shall 
be paid the same fees and mileage that are paid to witnesses in the courts of the 
United States. Witness fees and mileage shall be paid by the party at whose in- 
stance the witness appears. 


[{ 58.49] § 308.49 Special examinations. 


When proceedings pursuant to section 10(c) are instituted in connection with 
the special examination of any State member bank or any national or district bank, 
or the examination of any closed insured bank, the procedures in this Part shall 
be followed. 


[{ 59] Published and unpublished records and information 
(12 C.F.R. Part 309) 


[{ 59.1] § 309.1 Published and unpublished information. 


(a) Information published or made available to the public—(1) Federal Reg- 
ister publication. To the extent required by sections 3 and 4 of the Administrative 
Procedure Act, as amended (5 U.S.C. 552, 553), and subject to the exemptions 
set forth in subsection (e) of section 8 of said Act the Corporation publishes in 
the FEDERAL REGISTER for the guidance of the public (i) descriptions of its 
central and field organization and the established places at which, the officers 
from whom, and the methods whereby, the public may secure information, make 
submittals or requests, or obtain decisions; (ii) statements of the general course 
and method by which its functions are channeled and determined, including the 
nature and requirements of all formal and informal procedures available; (iii) 
rules of procedure, descriptions of forms available or the places at which forms 
may be obtained, and instructions as to the scope and contents of all such papers 
and reports or examinations; (iv) substantive rules of general applicability adopted 
as authorized by law, and statements of general policy or interpretations of general 
applicability formulated and adopted by the Corporation; (v) every amendment, 
revision or repeal of the foregoing; and (vi) general notices of proposed rule 
making, unless the persons subject thereto are named and either personally served 
or otherwise have actual notice thereof in accordance with law. 

(2) Other published information—annual reports. (i) The Corporation pub- 
lishes an annual report of its operations to Congress pursuant to the requirements 
of section 17(a) of the Federal Deposit Insurance Act (12 U.S.C. 1827(a)). 
The Corporation also publishes an annual report to insured banks as of June 30 
of each year which presents the current financial statements of the Corporation and 
its activities during the preceding 6 months, and an annual report on operating 
banking offices insured by the Corporation as of January 1 of each year which lists 
the names and locations of all insured banking offices, grouped by city and State. 


(ii) Other information: The Corporation also issues the following publications: 


Assets, Liabilities, and Capitai Accounts, Commercial and Mutual Savings 
Banks (semiannually). Presents detailed data from condition statements, by State. 


Federal Deposit Insurance Act and Rules and Regulations (of the FDIC). 
Updates the laws relating to the Federal Deposit Insurance Corporation and rules 
and regulations made by the Board of Directors. 
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Your Insured Deposit. Questions and answers on applicability of insurance to 
particular circumstances. 

How to Get Your Money. Questions and answers on how to obtain an insured 
deposit when a bank fails. 


A Career in Bank Supervision. Describes employment opportunities for bank 
examiners in the Federal Deposit Insurance Corporation. 


Symbol of Confidence. Popular perspective on the background, function, and 
operations of the Federal Deposit Insurance Corporation. 


Survey of Deposits of Commercial and Mutual Savings Bank (June 30, 1966). 


A set of booklets consisting of: 
Insurance Coverage of Bank Deposits; National Summary of Accounts and 
Deposits in all Commercial Banks. 


Summary of Accounts and Deposits in All Commercial Banks, FDIC Districts 
1-12 (1 booklet for each District). 


Summary of Accounts and Deposits in All Mutual Savings Banks. 


Assets and Liabilities of all Insured Banks. A semiannual release summarizing 
for the United States the assets and liabilities of all insured banks. Data for June 
published the following fall; data for December published following spring. 


Income of Insured Commercial Banks. Released once a year in April (data on 
the previous year) giving leading items of income for all insured commercial 
banks. 


Weekly Press Release. Lists actions taken by the Board of Directors with 
respect to applications by insured State nonmember banks. 


(3) Information made available to the public. (i) Except to the extent that the 
matters set forth in subdivisions (A) through (C) below relate to or contain 
information which is exempted from the public disclosure provisions of section 3 
of the Administrative Procedure Act, as amended (5 U.S.C. 552), or other law, 
the Corporation makes available for public inspection and copying, upon request 
to the Executive Secretary of the Corporation in its office in Washington, D.C., 
during normal business hours, (A) all final opinions (including concurring and 
dissenting opinions) and all orders made in the adjudication of cases, (B) those 
statements of policy and interpretations which have been adopted by the Corpora- 
tion and are not published in the FEDERAL REGISTER, and (C) Manual of Exami- 
nation Policies and Instructions to Liquidators. In addition to the above, the 
Corporation also makes available, during normal business hours, the following 
reports filed by insured State nonmember banks on or after January 1, 1973, 
which reports would otherwise be exempt from disclosure under the provisions of 
subsection (b)(8) of section 3 of the Administrative Procedures Act (5 U.S.C. 
§ 552(b)(8)): Consolidated Reports of Income for mutual savings banks; ? 
Consolidated Reports of Income for commercial banks;? Reports of Condition for 
mutual savings banks;* and Reports of Condition of commercial banks.* To the 


1 Consolidated Report of Income—Calendar Year (Including Domestic Subsidiaries), 
Form 73 (Savings). 

2 Consolidated Report of Income—Calendar Year (Including Domestic Subsidiaries), 
Form 73. 

8 Report of Condition, Form 64 (Savings). 

* Consolidated Report of Condition of Bank and Domestic Subsidiaries, Form 64. 
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extent required to prevent a clearly unwarranted invasion of personal privacy, the 
Corporation may delete identifying details when it makes available or publishes an 
opinion, order made in the adjudication of a case, statement of policy, interpreta- 
tion, or staff manual or instruction. In each case the justification for the deletion 
will be fully explained in writing. The Corporation also makes available at its 
Washington office, at the New York, Chicago, and San Francisco Federal Reserve 
Banks and at the Reserve bank of the district in which the bank filing a report is 
located, for public inspection and copying reports from insured State nonmember 
banks required under the provisions of section 12 of the Securities Exchange Act 
of 1934, as amended (15 U.S.C. 78). 

(ii) The Corporation also maintains and makes available for public inspection 
and copying a current index providing information for the public as to any matter 
which is issued, adopted, or promulgated after July 4, 1967, and which is required 
by the Administrative Procedure Act to be made available or published. The Cor- 
poration will generally publish the index or supplements thereto at least four times 
a year and distribute these materials (by sale or otherwise). In the event that the 
Board of Directors determines by order printed in the FEDERAL REGISTER that 
such publication would be both unnecessary and impracticable, the Corporation 
on request will provide copies of the index at the direct cost of duplication deter- 
mined as set forth in paragraph (a) (4) (i) of this section. 

(4) Fee schedule for document search and duplication. (i) Except to the extent 
that the records relate to or contain information which is exempted from the public 
disclosure provisions of section 3 of the Administrative Procedure Act, as amended 
(5 U.S.C. 552) or other law, the Corporation upon a request which reasonably 
describes records of the Corporation and is made in accordance with the proce- 
dures set forth in this section, will make such records available to any person who 
agrees to pay the costs of searching® (whether or not the search is successful) and 
duplicating such records at the rate of (a) $4.50 per hour for searching where 
clerical personnel are used, (b) $10.00 per hour where supervisory or professional 
personnel are used, (c) $175.00 per central processing unit hour for computer 
time used and (d) 10 cents per page for duplicating. Any request for records 
should specify an aggregate dollar limit which the person making the request is 
willing to pay for costs of searching and duplicating. Where the cost of searching 
and duplicating as estimated by the Corporation exceeds the aggregate amount 
specified in the request, or where no dollar amount is so specified, the Corporation 
shall promptly advise the person requesting the records of such estimated cost. 
In addition, whenever the cost of searching and duplicating estimated by the Cor- 
poration exceeds $200.00, the requester shall be required to pay in advance to the 
Corporation an amount equal to 20 percent of that estimated cost. For purposes 
of the time period in which the Corporation must grant or deny a request for rec- 
ords, such a request shall not be deemed to have been received by the Corporation 
until the person requesting such records agrees in writing to pay the cost of searching 
and duplicating as estimated by the Corporation and, if applicable, until the Corpo- 
ration receives a payment in advance of 20 percent of such estimated costs. 

(ii) Upon written request and at fees comparable to those imposed in para- 
graph (4) (i) of this section, the Corporation will undertake to compile requested 
data in summary, tabular or other form, unless the Corporation determines, in its 
discretion, that compliance with such a request would be unduly burdensome or 
time consuming for the Corporation. 

(iii) Whenever the Corporation determines that furnishing any requested infor- 


5 As used in this paragraph, the term “searching” includes any method of extracting 
requested information from computerized record systems. 
q Pp y’ 
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mation is in the public interest because it primarily benefits the general public, it 
will reduce or waive any fees imposed under paragraph (4)(i) of this section. 
In no event will the Corporation impose a charge for furnishing requested infor- 
mation when the aggregate fees computed under paragraph (4) (i) of this section 
do not exceed $2.00 for any one request. 

(b) Unpublished information; confidential and privileged information. (1) All 
requests for records of the Corporation should reasonably describe such records. 
Such requests or appeals from the denial of such requests should be forwarded in 
writing to the Office of the Executive Secretary, Records Unit, Federal Deposit 
Insurance Corporation, Washington, D.C. 20429. The Executive Secretary will 
in turn forward requests for records to the head of the Division which would rea- 
sonably be expected to have custody of such records, for action on the request. 
All denials of requests for records will be made by the Chairman of the Corpora- 
tion or a person specifically acting for the Chairman. The Executive Secretary will 
forward appeals from partial or total denials of records requests to the Board of 
Directors, or any persons specifically designated by the Board to determine such 
appeals. 

(2) The Corporation will grant a request which reasonably describes records 
of the Corporation, except to the extent that it relates to files, documents, reports, 
books, accounts, and records (collectively referred to as “records” in this section) 
pertaining to any bank, or the internal operations and affairs of the Corporation, 
in the possession or control of the Corporation or any officer, employee, or agent 
thereof, which are (i) exempt from disclosure by statute or by an Executive Order 
issued in regard to national defense or foreign policy; (ii) contained in or related 
to examination, operating, or condition reports (other than those operating or con- 
dition reports enumerated in paragraph (a) (3) of this section) prepared by or on 
behalf of, or for the use of the Corporation or any agency responsible for the 
supervision of financial institutions; 

(iii) Related solely to the internal personnel rules and practices of the Corpo- 
ration; (iv) privileged or related to the business, personal, or financial affairs of 
any person and are furnished in confidence; (v) proceedings for cease and desist 
and suspension or removal orders or for the termination of the insured status of 
any bank; (vi) interagency or intraagency memorandums or letters which would 
not be available by law to a private party in litigation with the Corporation; (vii) 
investigatory records compiled for enforcement of the Federal Deposit Insurance 
Act and other statutes, but only to the extent that disclosure of the records would 
(A) interfere with enforcement proceedings, (B) deprive a person of a right to a 
fair trial or an impartial adjudication, (C) constitute an unwarranted invasion of 
personal privacy, (D) disclose the identity of a confidential source, (E) disclose 
investigative techniques and procedures, or (F) endanger the life or physical safety 
of law enforcement personnel; (viii) personnel files and similar files (including 
financial files) the disclosure of which would constitute a clearly unwarranted inva- 
sion of personal privacy; and (ix) records of deliberations and discussions at meet- 
ings of the Board of Directors and any committee established by the Board of 
Directors and exhibits filed therewith. To the extent, however, that non-exempt 
portions of such records are reasonably segregable from the exempt portions, the 
non-exempt portions shall be provided to the requester. 

(3) Where the Corporation denies, in whole or in part, a request for records 
or an appeal with respect to a previous denial, the Executive Secretary will so 
notify the requester in writing. Such written notification will (A) specify whether 
all or only a specific part of the request or appeal is being denied, (B) set forth 
the names and titles of each person responsible for the denial, (C) list the reasons 
which resulted in the denial and (D) inform the requester (i) of his right to appeal 
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the initial denial of any part of the request to the Board of Directors within 30 
business days following receipt of notification of the denial ® or (ii) of his right to 
judicial review under Section 3 of the Administrative Procedure Act with respect 
to the denial of an appeal. 

(4) The Corporation will normally notify the requester of the determination 
made with respect to his request for records within 10 business days following the 
receipt of such request; and, in the case of an appeal from an initial denial the 
Corporation will notify the appellant of the disposition within 20 business days 
following receipt of the appeal. 

(5) Under unusual circumstances the Corporation may require additional time, 
up to a maximum of 10 business days, to determine whether to grant or deny a 
request or appeal. These circumstances would arise only in cases where (A) the 
records are in facilities, such as field offices, that are separate from the Corpora- 
tion’s Washington office, (B) the records requested are voluminous and not in 
close proximity one to the other, or (C) there is a need to consult with another 
agency or among two or more components of the Corporation having a substantial 
interest in the determination. The Corporation will promptly notify the requester 
in writing of the estimated date it will make a determination, as well as the reasons 
that additional time is required. 

(c) Disclosure prohibited. (1) Except to the extent provided in paragraphs 
(a) and (b) of this section, officers, employees, and agents of the Corporation are 
prohibited from allowing any person to inspect, examine, or copy any unpub- 
lished records of the Corporation, or furnishing copies thereof, or disclosing any 
confidential and privileged information except as herein provided: (i) The Direc- 
tor or Chief of any Division or Officer having custody thereof, in his discretion, 
may release or furnish any records or information, other than the records enu- 
merated in paragraph (b) of this section, and information acquired in reference 
thereto, to any governmental agency, State or Federal, in the exercise of its official 
duties. 

(ii) The Director of the Division of Bank Supervision may furnish to any bank 
copies of any reports of examination or investigation of such bank (except the 
section of the report designated “confidential” ) and other information pertaining 
to its affairs: Provided, That copies of such reports of examination and other 
information so furnished to any bank shall remain the property of the Corporation 
and under no circumstances shall the bank or any of its directors, officials, or 
employees disclose or otherwise make public in any manner such reports or any 
portion thereof or other information so furnished. 

(iii) The Director of the Division of Bank Supervision may furnish to the 
Comptroller of the Currency, to any Federal Reserve bank, and to any commission, 
board, or authority having supervision of a State nonmember bank, copies of 
reports of examination made on behalf of the Corporation and other information 
pertaining to insured nonmember banks for use in the exercise of their official 
duties: Provided, That such reports of examination and other information so fur- 
nished to such officials or agency shall remain the property of the Corporation and 
under no circumstances shall any such official or agency disclose or make public 
in any manner such reports or any portion thereof or other information so furnished. 

(iv) The Director of the Division of Bank Supervision or his designee may 
furnish to the proper Federal or State prosecuting or investigatory authorities any 
and all records and information relating to irregularities discovered in open and 
closed insured banks believed to constitute violations of any Federal or State statute. 


® Notwithstanding this provision the Corporation may, in its discretion, and within the 
30 day period appeal the denial on its own motion. 
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(v) [Reserved] 

(vi) The General Counsel of the Corporation or his designee may disclose to 
the proper Federal or State prosecuting or investigatory authorities any and all 
records and information relating to irregularities discovered in open and closed 
insured banks believed to constitute violations of any Federal or State statute. 


(Sec. 9, 64 Stat. 881, 12 U.S.C. 1819) 


(vii) (a) The General Counsel may authorize the production of any record, 
the disclosure of any information, and the giving of any testimony with respect 
thereto, by any officer, employee, or agent of the Corporation, upon any proceed- 
ing, hearing, or trial, civil or criminal, in any Federal or State court or before any 
administrative board, commission, or committee, on behalf of or at the request of 
the Corporation or the United States where either is a party to or has an interest 
in the proceeding, hearing or trial, or any State prosecuting official, or the bank or 
person from whom such confidential and privileged records and information were 
received or obtained. 

(b) The authorization hereunder may be given only in response to a subpoena 
or other legal process duly issued and served upon the Corporation at its principal 
office, which service may be by registered mail addressed to the Corporation at 
Washington, D.C., specifying the record requested, the nature and scope of the 
testimony to be elicited, the name of the witness and the place and time of appear- 
ance: Provided, That the General Counsel, in his discretion, may waive the require- 
ment of service of subpoena or process when he believes it to be in the interest of 
justice to do so. Without such prior authorization, any officer, employee or agent 
of the Corporation required to respond to a subpoena or other legal process shall 
attend at the time and place therein mentioned and respectfully decline to produce 
any record or disclose any information or give any testimony with respect thereto, 
basing his refusal upon this rule. 

(d) Service of process on officer, employee, or agent. Any officer, employee, or 
agent of the Corporation served with a subpoena, order, or other process requiring 
his personal attendance as a witness or the production of records or information 
upon any proceeding mentioned in paragraph (c)(1)(vii) of this section shall 
promptly advise (1) the court or tribunal which issued the process, and the attor- 
ney for the party at whose instance the process was issued, if known, of the sub- 
stance of this rule, and (2) the General Counsel of the Corporation at Washington, 
D.C., of such service and of the records and information requested and of any facts 
which may be of assistance to the General Counsel in determining whether such 
records and information should be made available. 

(e) Authority of Chairman of Board of Directors. Notwithstanding any of the 
foregoing provisions, the Chairman of the Board of Directors, in his discretion and 
pursuant to law, may authorize the production, examination, or inspection of any 
records, or the furnishing of copies thereof, or the disclosure of any information, 
or the Chairman, in his discretion, may direct the General Counsel or the Chief of 
any Division to refuse to permit the production, examination, or inspection of any 
records, or the furnishing of copies thereof, or the disclosure of any information, 
if he shall find such action to be in the best interests of the Corporation and con- 
sistent with the public interest and applicable law. 

(f) Publication of data. The Board of Directors or the Chairman may from 
time to time authorize and direct the publication and public distribution of infor- 
mation and data compiled from the records of the Corporation. 


(12 U.S.C. § 1819. Interpret or apply 12 U.S.C. § 1820) [32 F.R. 9638, July 4, 
1967, as amended at 37 F.R. 28607, Dec. 28, 1972; 38 F.R. 14264, May 31, 
1973] 
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[{ 60] Subchapter B—Regulations and statements of general 
policy—Introductory 
(12 C.F.R. Part 325) 


[§ 60.0] § 325.0 Scope. 


The regulations and statements of general policy contained in this subchapter are 
promulgated pursuant to the provisions of the Federal Deposit Insurance Act and 
are published pursuant to subchapter II of chapter 5 of title 5, United States Code, 
and other applicable laws, and, in accordance with the provisions of section 
552(a)(1)(D) of title 5, United States Code, contain rules adopted as authorized 
by law and statements of general policy or interpretations formulated and adopted 
by the Corporation for the guidance of the public. 


(Sec. 9, 64 Stat. 881; 12 U.S.C. § 1819) [15 F.R. 8638, Dec. 6, 1950, as amended 
at 32 F.R. 10561, July 19, 1967] 


[{ 61] Assessments 
(12 C.F.R. Part 327) 


Sec. 
327.1 Reporting of assessment base additions for unposted credits and deductions 


for unposted debits. 


327.2 Classification of deposits. 
327.3 Payment of assessments by banks whose insured status has terminated. 


327.4 Time of payment. 


AUTHORITY: The provisions of this Part 327 issued under secs. 7-9, 64 Stat. 
877-882, secs. 7, 8, 74 Stat. 546-551; 12 U.S.C. 1817-1819. 


Source: The provisions of this Part 327 appear at 26 F.R. 287, Jan. 14, 1961, 
unless otherwise noted. 


Note: All the provisions of Part 327 (including the Corporation’s Assessment 
Decisions Nos. 1-167 in §§ 327.100—327.267) which were in effect immediately 
prior to the revision of this part at 26 F.R. 287, Jan. 14, 1961, remain applicable 
to the determination and payment of assessments due on or before Jan. 15, 1961. 


[{ 61.1] § 327.1 Reporting of assessment base additions for unposted credits 
and deductions for unposted debits. 


(a) Definitions. (1) The term “unposted credit” as used in this section means 
any deposit received in any office of the bank for deposit in any other office of the 
bank located in any State of the United States, the District of Columbia, Puerto 
Rico, Guam, American Samoa, or the Virgin Islands, except those which have 
been included in total deposits in the report of conditions or which have been offset 
in the report of condition by an equal amount of cash items in its possession drawn 
on itself (on the same type of deposits as those offset) and not charged against 
deposit liabilities at the close of business on the date as of which the report of con- 
dition is made. 


(2) The term “unposted debit” as used in this section means a cash item in 
the bank’s possession drawn on itself which has been paid or credited and is 
chargeable against, but has not been charged against, deposit liabilities at the close 
of business on the date as of which the report of condition is made. 
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(3) The above terms “unposted credit” and “unposted debit” do not include 
items which have been reflected in deposit accounts on the general ledger and in 
the report of condition, although they have not been credited or debited to individ- 
ual deposit accounts. 


(b) Methods of reporting unposted credits and unposted debits. (1) Each 
insured bank shall report unposted credits in reports of condition for addition to 
the assessment base in the following manner: 

(i) When the records of the bank show the actual amounts of unposted credits 
segregated between demand deposits and time and savings deposits, the actual segre- 
gated amounts thereof must be reported; or 


(ii) When the records of the bank show the actual amount of all unposted credits 
with no such segregation thereof, the actual amount thereof must be reported, for 
addition to time and savings deposits, unless the bank determines by experience 
factors and reports the amounts of the unposted credits so segregated; or 


(iii) When the records of the bank do not show the actual amount of unposted 
credits either in total or in segregated amounts, the amounts of unposted credits 
must be determined by experience factor or factors and reported in total amount 
for addition to time and savings deposits or in segregated amounts. 


(2) Unposted debits may be reported in the same manner for deduction from 
the assessment base, except that unsegregated amounts may be reported by deduc- 
tion only from demand deposits. 


(c) Bank reporting actual amounts. When actual amounts are shown on the 
records of the bank, an insured bank shall separately state in the report of condi- 
tion for additions to deposits for assessment purposes the actual amount of un- 
posted credits in Schedule FDI either segregated between demand deposits and 
time and savings deposits according to the type of account to which the item is to 
be credited, or the total amount shall be reported for additions to time and savings 
deposits. If the bank elects to take deductions for unposted debits chargeable to 
deposit accounts and actual amounts are shown on the records of the bank, it shall 
separately state in the report of condition the actual amounts of the unposted debits 
either segregated between demand deposits and time and savings deposits accord- 
ing to the type of account against which the items are chargeable, or the total 
amount shall be reported for deductions from demand deposits. When only the 
total amount of such unposted credits or unposted debts is shown on the records 
of the bank, the bank may elect to determine by experience factors such segreg.ted 
amounts for either unposted credits or unposted debits or both. 


(d) Bank reporting on basis of experience factor. An insured bank whose records 
do not show the amounts of unposted credits and unposted debits shall compute by 
experience factor or factors the unposted credits and may so compute the unposted 
debits. Banks with two years’ experience on January 1, 1961 may establish an 
experience factor or factors under paragraph (f) of this section, or, upon applica- 
tion to and approval by the Corporation, may establish an experience factor or 
factors under paragraph (g) of this section, the same as banks with less than two 
years’ experience. Such a bank, upon written approval by the Corporation, may be 
permitted to use separate factors for computing the additions to demand deposits 
and to time and savings deposits, or for computing the deductions from such de- 
posits; or may be permitted to use a single factor for computing additions to be 
made in total amount to time and savings deposits or for computing deductions to 
be made in total amount from demand deposits. When a single factor is used, the 
additions or deductions are required to be made to or from the type of deposit 
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giving the lesser advantage to the bank in taking the 1634 percent deduction from 
demand deposits and the 1 percent deduction from time and savings deposits. 


(e) Procedure for obtaining approval of experience factor. Each bank operat- 
ing as an insured bank prior to January 1, 1961, which intends to use an experi- 
ence factor in computing the amounts of unposted credits or unposted debits, shall 
signify its intention in writing to the Corporation not later than March 1, 1961. Any 
bank becoming an insured bank on or after January 1, 1961, whose records do 
not show amounts of unposted credits and unposted debits, and which proposes to 
report such items for assessment purposes by means of experience factors, shall 
so inform the Corporation within thirty (30) days after it becomes an insured bank. 
Upon receipt of such notice, the Corporation will furnish to the bank a form for 
use in submitting to the Corporation the computations used in determining the per- 
centage factor. Upon approval by the Corporation of such experience factors, the 
bank shall thereafter use such factors in reporting unposted credits or debits until 
new experience factors are established pursuant to paragraph (k) of this section. 


(f) Experience factors for banks with not less than two years’ experience on 
January 1, 1961. (1) The reporting bank may use either of the following experi- 
ence factors in reporting unposted credits for addition to the assessment base: 


(i) Separate experience factors for additions to demand deposits and to time 
and savings deposits. The factor for: 


(a) Demand deposits shall be the percentage obtained by dividing the average 
amount of unposted credits creditable to demand deposits which were added to 
deposits in certified statements for the assessment base days in the last two years 
prior to January 1, 1961, by the average amount of total demand deposits shown 
on the books of the bank on such base days; and 


(b) Time and savings deposits shall be the percentage obtained by dividing the 
average amount of unposted credits creditable to time and savings deposits which 
were added to deposits in the certified statements for the assessment base days in 
the last two years prior to January 1, 1961, by the average amount of total time 
and savings deposits shown on the books of the bank on such base days. 


There shall be separately stated in the report of condition for addition to demand 
deposits for assessment purposes, the amount obtained by multiplying the amount 
of total demand deposits shown in the report of condition by the factor for demand 
deposits, and for addition to time and savings deposits for assessment purposes 
the amount obtained by multiplying the amount of total time and savings deposits 
shown in the report of condition by the factor for time and savings deposits. In 
the event that the records of the bank show the total amount of unposted credits 
which were added to deposits in certified statements for the assessment base days 
in the last two years prior to January 1, 1961, but do not show the amount thereof 
segregated as to those creditable to demand deposits and to time and savings de- 
posits, the bank may determine such segregated amounts for use in determining its 
separate experience factors hereunder, in the following manner: The bank shall 
ascertain the percentage to total unposted credits, of the unposted credits which 
are creditable to demand deposits, and the percentage to total unposted credits, of 
the unposted credits which are creditable to time and savings deposits, for the busi- 
ness days in the week commencing on March 15, 1961 and ending on March 21, 
1961, both days inclusive, and shall apply such percentages to the average amount 
of all unposted credits which were added to deposits in such certified statements. 


(ii) Single experience factors. The factor shall be the percentage obtained by 
dividing the average amount of all unposted credits which were added to deposits 
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in certified statements for the assessment base days in the last two years prior to 
January 1, 1961, by the average amount of total deposits shown on the books of 
the bank for such base days. There shall be separately stated in the report of con- 
dition for addition to time and savings deposits for assessment purposes, the amount 
of total deposits shown in the report of condition by such factor. 


(2) The reporting bank may use either of the following experience factors in 
reporting unposted debits for deduction from the assessment base: 


(i) Separate experience factors for deductions from demand deposits and from 
time and savings deposits. The factor for: 


(a) Demands deposits shall be the percentage obtained by dividing the average 
amount of unposted debits chargeable to demand deposits which were claimed as 
deductions in the certified statements for the assessment base days in the last 
two years prior to January 1, 1961, or, if not claimed as a deduction there- 
under, the amount of such unposted debits deducted from deposit liabilities before 
entry in such certified statements, by the average amount of total demand deposits 
shown on the books of the bank on such base days; and 


(b) Time and savings deposits shall be the percentage obtained by dividing 
the average amount of unposted debits chargeable to time and savings deposits 
which were claimed as deductions in the certified statements for the assessment base 
days in the last two years prior to January 1, 1961, or, if not claimed as a deduc- 
tion thereunder, the amount of such unposted debits deducted from deposit liabili- 
ties before entry in such certified statements, by the average amount of total time 
and savings deposits shown on the books of the bank on such base days. 


There shall be separately stated in the report of condition for deduction from 
demand deposits for assessment purposes, the amount obtained by multiplying the 
amount of total demand deposits shown in the report of condition by the factor for 
demand deposits, and for deduction from time and savings deposits for assessment 
purposes the amount obtained by multiplying the amount of total time and savings 
deposits shown in the report of condition by the factor for time and savings deposits. 
In the event that the records of the bank show the total amount of unposted debits 
which were claimed as deductions in certified statements for the assessment base 
days in the last two years prior to January 1, 1961 or deducted from deposit liabili- 
ties before entry in such certified statements, but do not show the amounts thereof 
segregated as to those chargeable to demand deposits and to time and savings de- 
posits, the bank may determine such segregated amounts for use in determining its 
separate experience factors hereunder, in the following manner. The bank shall 
ascertain the percentage to total unposted debits, of the unposted debits which are 
chargeable to demand deposits, and the percentage of total unposted debits, of the 
unposted debits which are chargeable to time and savings deposits, for the business 
days in the week commencing on March 15, 1961 and ending on March 21, 1961, 
both days inclusive, and shall apply such percentages to the average amount of all 
unposted debits which were claimed as deductions in such certified statements or 
deducted from the deposit liabilities before entry in such certified statements. 


(ii) Single experience factor. The factor shall be the percentage obtained by 
dividing the average amount of all unposted debits which were claimed as deduc- 
tions in the certified statements for the assessment base days in the last two years 
prior to January 1, 1961, or if not claimed as a deduction thereunder, the amount 
of unposted debits deducted from deposit liabilities before entry in such certified 
statements, by the average amount of total deposits shown on the books of the 
bank on such base days. There shall be separately stated in the report of condi- 
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tion for deduction from demand deposits for assessment purposes, the amount 
obtained by multiplying the amount of total deposits shown in the report of condi- 
tion by such factor. If the amount of deductions so obtained exceeds demand 
deposits, the excess thereof may be deducted from time and savings deposits. 


(g) Experience factors for banks with less than two years’ experience. (1) The 
reporting bank may use either of the following experience factors in reporting un- 
posted credits for addition to the assessment base for two years: 


(i) Separate experience factors for additions to demand deposits and to time 
and savings deposits. The factor for each semiannual period for: 


(a) Demand deposits shall be the percentage obtained by dividing the amount 
of unposted credits on March 15, 1961 and thereafter on the first business day of 
February or August which are creditable to demand deposits by the amount of 
total demand deposits as shown on the books of the bank at the close of business 
on the same day; and 


(b) Time and savings deposits shall be the percentage obtained by dividing the 
amount of unposted credits on March 15, 1961 and thereafter on the first business 
day of February or August which are creditable to time and savings deposits by 
the amount of total time and savings deposits as shown on the books of the bank 
at the close of business on the same day. 


The bank shall determine, on March 15, 1961 and thereafter on the first business 
day of February or August until two years’ experience has been obtained, the actual 
amount of unposted credits segregated according to the type of account to which 
creditable. There shall be separately stated in each report of condition for addition 
to demand deposits for assessment purposes, the amount obtained by multiplying 
the amount of total demand deposits shown in the report of condition by the factor 
for demand deposits for such semiannual period, and for addition to time and 
savings deposits for assessment purposes the amount obtained by multiplying the 
amount of total time and savings deposits shown in each report of condition by 
the factor for time and savings deposits for such semiannual period. 


(ii) Single experience factor. The factor for each semiannual period shall be 
the percentage obtained by dividing the amount of all unposted credits on March 15, 
1961 and thereafter on the first business day of February or August by the total 
deposits as shown on the books of the bank at the close of business on the same 
day. The bank shall determine, on March 15, 1961 and thereafter on the first 
business day of February or August until two years’ experience has been obtained, 
the actual amount of all unposted credits. There shall be separately stated in each 
report of condition for addition to time and savings deposits for assessment pur- 
poses, the amount obtained by multiplying the amount of total deposits shown in 
the report of condition by the factor for such semiannual period. 


(iii) Permanent experience factor. When two years’ experience has been 
obtained under this paragraph, a new factor shall be computed and used for the 
ninth and subsequent reports of condition. This factor shall be the percentage 
obtained by dividing the aggregate amount of the unposted credits by the aggre- 
gate amount of the deposits, which were used in establishing each factor for the 
four preceding semiannual periods. 


(2) Reporting bank may use either of the following experience factors in re- 
porting unposted debits for deduction from the assessment base for two years: 


(i) Separate experience factors for demand deposits and for time and savings 
deposits. The factor for each semiannual period: 
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(a) Demand deposits shall be the percentage obtained by dividing the amount 
of unposted debits on March 15, 1961 and thereafter on the first business day of 
February or August which are chargeable to demand deposits by the amount of 
total demand deposits as shown on the books of the bank at the close of business 
on the same day; and 


(b) Time and savings deposits shall be the percentage obtained by dividing the 
amount of unposted debits on March 15, 1961 and thereafter on the first business 
day of February or August which are chargeable to time and savings deposits by 
the amount of total time and savings deposits as shown on the books of the bank 
at the close of business on the same day. 


The bank shall determine, on March 15, 1961 and thereafter on the first business 
day of February or August until two years’ experience has been obtained, the actual 
amount of unposted debits segregated according to the type of account against 
which chargeable. There shall be separately stated in each report of condition for 
deduction from demand deposits for assessment purposes, the amount obtained by 
multiplying the amount of total demand deposits shown in the report of condition 
by the factor for demand deposits for such semiannual period, and for deduction 
from time and savings deposits for assessment purposes the amount obtained by 
multiplying the amount of total time and savings deposits shown in the report of 
condition by the factor for time and savings deposits for such semiannual period. 


(ii) Single experience factor. The factor for the semiannual period shall be 
the percentage obtained by dividing the amount of all unposted debits on March 15, 
1961 and thereafter on the first business day of February or August by the total 
deposits as shown on the books of the bank at the close of business on the same day. 
The bank shall determine, on March 15, 1961 and thereafter on the first business 
day of February or August until two years’ experience has been obtained, the 
actual amount of all unposted debits. There shall be separately stated in each 
report of condition for deduction from demand deposits for assessment purposes, 
the amount obtained by multiplying the amount of total deposits shown in the 
report of condition by the factor for such semiannual period. If the amount of 
deduction so obtained exceeds demand deposits, the excess thereof may be de- 
ducted from time and savings deposits. 


(iii) Permanent experience factor. When two years’ experience has been 
obtained under this paragraph, a new factor shall be computed and used for the 
ninth and subsequent reports of condition. This factor shall be the percentage 
obtained by dividing the aggregate amount of the unposted debits by the aggregate 
amount of the deposits, which were used in establishing each factor for the four 
preceding semiannual periods. 


(3) When it is impractical to segregate the amounts of unposted credits or 
debits outstanding in a “branch clearings” account or similar account or to segre- 
gate such unposted credits or debits between demand deposits and time and savings 
deposits in computing a factor or factors under this paragraph, such amounts may 
be ascertained in accordance with computation methods approved by the Corpora- 
tion, upon application of the bank to the Corporation for permission to compute 
such amounts. 


(b) Experience factors for newly insured banks. A newly insured bank may 
determine its experience factors in the same manner as that provided for banks with 
less than two years’ experience in subparagraphs (1) and (2) of paragraph (g) 
of this section, except that in preparing its first report of condition for assessment 
purposes it shall determine the actual amounts of unposted credits, debits and de- 
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posits on a day of designated by the Corporation, instead of on the first business 
day of February or August. 


(i) Merger, consolidations, deposit assumption, and conversion. The con- 
tinuing or resulting back in a merger, consolidation or deposit assumption trans- 
action, involving one or more banks which used an experience factor, shall use 
new experience factors based on the combined experience of the participating 
banks for th two-year period prior to such transaction or may establish a new factor 
or factors in accordance with paragraph (g) of this section. A bank resulting from 
the conversion of a bank shall continue to use the experience factors of the con- 
verted bank. 


(j) Use of experience factor. Experience factors for the computation of un- 
posted credits or unposted debits or both, once established by any bank and 
approved by the Corporation, must continue to be used for a period of at least three 
years and until a new factor or factors are established with the approval of the 
Corporation or until such time as the accounting methods of the bank are changed 
to show actual amounts thereof from day to day. 


(k) Bank establishing new experience factors. Upon thirty days’ written notice 
to the Corporation, a bank may establish new permanent factors in the manner 
provided in subparagraphs (1) and (2) of paragraph (g) of this section: Pro- 
vided, however, That until such new permanent factors have been determined and 
approved in writing by the Corporation the bank shall continue to use its pre- 
established factors. 


(1) Corporation requiring new experience factors. The Corporation may require 
a bank to establish new factors at any time as provided in subparagraphs (1) or 
(2), or both, of paragraph (g) of this section, and for this purpose may designate 
a day or days and a period or periods other than those specified therein for the 
determination of deposits and the actual amounts of unposted credits or unposted 
debits, or both. When such new factor or factors have been computed either by 
the bank or the Corporation and have been approved in writing by the Corpora- 
tion, the bank shall use such new factor or factors for reports of condition filed 
thereafter. 


(m) Notice to Corporation of changes in accounting methods. When a bank 
changes its accounting procedures from those used in the period in which its experi- 
ence factors were established, in such manner as to increase or decrease the amount 
of unposted credits or unposted debits, it shall promptly give written notice to the 
Corporation of such change. 


[26 F.R. 287, Jan. 14, 1961, as amended at 36 F.R. 3112, Feb. 18, 1971] 
[{ 61.2] § 327.2 Classification of deposits. 


(a) The deposits to be reported in the reports of condition required to be made 
under section 7 of the Federal Deposit Insurance Act (12 U.S.C. 1817) shall be 
segregated between the time and savings deposits and the demand deposits. 

(b) The time and savings deposits for the purpose of such reports and for the 
computation of assessments as provided in subsection (b) of section 7 of the Act 
(12 U.S.C. 1817) shall consist of: 

(1) Time certificates of deposit evidenced by an instrument providing on its 
face that the amount of such deposit is payable on a certain date not less than 
thirty days after the date of deposit, at the expiration of a specified period not less 
than thirty days after the date of the instrument, or upon written notice to be given 
not less than thirty days before the date of payment. 

(2) Time deposits, open account, being deposits, other than time certificates of 
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deposit, with respect to which there is in force a written contract with the depositor 
that neither the whole nor any part of such deposit may be withdrawn prior to the 
date of maturity, which shall not be less than 30 days after the date of the deposit, or 
prior to the expiration of the period of notice which must be given by the depositor 
in writing not less than 30 days in advance of withdrawals, including deposits such 
as Christmas club accounts and vacation club accounts, which are made under 
written contracts providing that no withdrawal shall be made until a certain num- 
ber of periodic deposits have been made during a period of not less than 3 months, 
even though some of the deposits are made within 30 days from the end of such 
period; and 

(3) Deposits accumulated for the payment of personal loans representing the 
aggregate of amounts which are accumulated by borrowers for payment of personal 
loans in accounts opened by borrowers in connection with personal loans (whether 
or not the bank maintains a separate personal loan department) and which, under 
contracts between the bank and the borrowers, do not immediately reduce the 
unpaid balances of the loans but are assigned or pledged to assure repayment of 
the personal loans at maturity, except that amounts received by the bank which 
under contracts with the borrowers constitute installment payments on personal 
loans and immediately reduce the unpaid balances of the loans even though re- 
corded on separate accounts on the books of the bank shall not be reported as 
deposits; and 

(4) Savings deposits being deposits: 

(i) Which consist of funds deposited to the credit of one or more individuals, 
or of a corporation, association, or other organization operated primarily for reli- 
gious, philanthropic, charitable, educational, fraternal, or other similar purposes 
and not operated for profit, or in which the entire beneficial interest is held by 
one or more individuals or by such a corporation, association, or other organiza- 
tion; and 

(ii) With respect to which the depositor is not required by the deposit contract 
but may at any time be required by the bank to give notice in writing of an in- 
tended withdrawal not less than 30 days before such withdrawal is made and 
which is not payable on a specified date or at the expiration of a specified time 
after the date of deposit. 

(c) Demand deposits shall consist of all deposits other than time and savings 
deposits. 


[26 F.R. 287, Jan 14. 1961, as amended at 31 F.R. 15795, Dec. 15, 1966] 


[{ 61.3] § 327.3 Payment of assessments by banks whose insured status has 
terminated. 


(a) Assumed deposits of terminating bank become deposits of assuming bank. 
When the deposit liabilities of an insured bank are assumed by another insured 
bank the assumed deposits, for assessment purposes, shall be deposit liabilities of 
the assuming bank and shall cease to be deposit liabilities of the bank whose de- 
posits are assumed from and after the effective date of the assumption. 

(b) Payment of assessments by assuming bank on assumed deposits of terminat- 
ing bank. Where the deposit liabilities of an insured bank are assumed by another 
insured bank and the assuming bank agrees to file the Certified Statement which 
the terminating bank is required to file, the filing of such Certified Statement and 
the payment of the assessment thereon by the assuming bank shall be deemed the 
acts of the terminating bank: Provided, That the requisite notice of assumption ? 


' The requisite notice of assumption shall be the notice prescribed in § 307.3 of this 
chapter. 
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be given to the depositors of the terminating bank, and Provided further, That 
such Certified Statement shall be filed separately from that required to be filed by 
the assuming bank. 

(c) Resumption of insured status before insurance of deposits ceases. If a 
bank whose insured status has been terminated under section 8(a) or (0) of the 
Federal Deposit Insurance Act, makes application to the Corporation, before 
the insurance of its deposits shall have ceased, to be permitted to continue or to 
resume its status as an insured bank and if the Board of Directors grants the appli- 
cation, the bank will be deemed for assessment purposes, to continue as an insured 
bank and must thereafter furnish Certified Statements and pay assessments as 
though its insured status had not been terminated. For the procedure to be fol- 
lowed in making such application, see § 303.7 of this chapter. 


(26 F.R. 287, Jan. 14, 1961, as amended at 32 F.R. 10561, July 19, 1967] 


[{ 61.4] § 327.4 Time of payment. 


Each insured bank shall pay to the Corporation the amount of the semiannual 
assessment due to the Corporation, as shown on its Certified Statement,” at the 
time such statement is required to be filed under section 7(c) of the Federal 
Deposit Insurance Act. 


2 See §§ 304.1 and 304.3 of this chapter. 


[{ 62] Advertisement of membership 
(12 C.F.R. Part 328) 


Sec. 

328.0 Scope. 

328.1 Mandatory requirements with regard to the official sign and its display. 

328.2 Mandatory requirements with regard to the official advertising statement 
and manner of use. 


AUTHORITY: The provisions of this Part 328 issued under secs. 9, 18, 64 Stat. 
881, 891; 12 U.S.C. § 1819, 1828. 


Source: The provisions of this Part 328 appear at 32 F.R. 10189, July 11, 1967, 
unless otherwise noted. 


[{ 62.0] § 328.0 Scope. 


The regulation contained in this part prescribes the requirements with regard to 
the official sign insured banks must display and the requirements with regard to the 
official advertising statement insured banks must include in their advertisements. 
It also prescribes an approved short title which insured banks may use at their option. 
It imposes no limitations on other proper advertising of insurance of deposits by 
insured banks and does not apply to advertisements published in foreign countries 
by insured banks which maintain offices in such foreign countries in which offices 
the deposits are not insured. 


[{ 62.1] § 328.1 Mandatory requirements with regard to the official sign and its 
display. 


(a) Insured banks to display official sign. Each insured bank shall continuously 
display an official sign as hereinafter prescribed at each station or window where 





REGULATIONS—12 C.F.R. PT. 328 1-168 


insured deposits are usually and normally received in its principal place of business 
and in all its branches: Provided, That no bank becoming an insured bank shall be 
required to display such official sign until twenty-one (21) days after its first day of 
operation as an insured bank. The official sign may be displayed by any insured 
bank prior to the date display is required. Additional signs in other sizes, colors, or 
materials, incorporating the basic design of the official sign, may be displayed in 
other locations within an insured bank. 

(b) Official sign. The official sign referred to in paragraph (a) of this section 
shall be of the following design: 


Each depositor insured to $40,000 


FEDERAL DEPOSIT INSURANCE CORPORATION 


rhe “symbol” of the Corporation shall be that portion of the official sign represented 
by the letters and the Corporation seal contained upon the sign. 

(1) Any insured bank may procure official signs from the Corporation. Varia- 
tions in size, color, and materials in the official sign, as described in the “Official 
Catalog of Insured Bank Signs”—-No. ED1, may be procured at no charge from the 
Corporation by insured banks for official use. The Corporation shall furnish to banks 
an order blank for use in procuring the official signs. Any bank which promptly, 
after receipt of the order blank, fills it in, executes it, and properly directs and for- 
wards it to the Federal Deposit Insurance Corporation, Washington, D.C. 20429, 
shall not be deemed to have violated this regulation on account of not displaying an 
official sign, or signs, unless the bank shall omit to display such official sign or signs 
after receipt thereof. 

(2) Official signs reflecting variations in color and materials and additional signs 
reflecting variations in size, color, and materials may be procured by insured banks 
from commercial suppliers. 

(c) Receipt of deposits at same teller’s station or window as noninsured bank or 
institution. An insured bank is forbidden to receive deposits at any teller’s station 
or window where any noninsured bank or institution receives deposits or similar 
liabilities. 

(d) Required changes in official sign. The Corporation may require any insured 
bank, upon at least 30 days’ written notice, to change the wording of its official signs 
in a manner deemed necessary for the protection of depositors or others. 


[32 F.R. 10189, July 11, 1967, as amended at 35 F.R. 460, Jan. 14, 1970; 39 F.R. 
41358, Nov. 27, 1974] 


[€ 62.2] § 328.2 Mandatory requirements with regard to the official advertising 
statement and manner of use. 


(a) Insured banks te include official advertising statement in all advertisement 
except as provided in paragraph (c) of this section. Each insured bank shall include 
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the official advertising statement, prescribed in paragraph (b) of this section, in all 
of its advertisements except as provided in paragraph (c) of this section. 

(1) An insured bank is not required to include the official advertising statement 
in its advertisements until thirty (30) days after its first day of operation as an 
insured bank. 

(2) In cases where the Board of Directors of the Federal Deposit Insurance 
Corporation shall find the application to be meritorious, that there has been no 
neglect or willful violation in the observance of the section and that undue hardship 
will result by reason of its requirements, the Board of Directors may grant a tempo- 
rary exemption from its provision to a particular bank upon its written application 
setting forth the facts. For the procedure to be followed in making such application 
see § 303.8 of this chapter. 

(3) In cases where advertising copy not including the official advertising state- 
ment is on hand on the date the requirements of this section become operative, the 
insured bank may cause the official advertising statement to be included by use of a 
rubber stamp or otherwise. 

(b) Official advertising statement. The official advertising statement shall be in 
substance as follows: “Member of the Federal Deposit Insurance Corporation”. 
The word “the” or the words “of the” may be omitted. The words “This bank is a” 
or the words “This institution is a” or the name of the insured bank followed by the 
words “is a” may be added before the word “member”. The short title “Member of 
FDIC” or “Member FDIC” or a reproduction of the “symbol” may be used by 
insured banks at their option as the official advertising statement. The official adver- 
tising statement shall be of such size and print to be clearly legible. Where it is 
desired to use the “symbol” of the Corporation as the official advertising statement, 
and the “symbol” must be reduced to such proportions that the small lines of type 
and the Corporation seal therein are indistinct and illegible, the Corporation seal in 
the letter C and the two lines of small type may be blocked out or dropped. 

(c) Types of advertisements which do not require the official advertising state- 
ment. The following is an enumeration of the types of advertisements which need 
not include the official advertising statement: 

(1) Statements of condition and reports of condition of an insured bank which 
are required to be published by State or Federal law; 

(2) Bank supplies such as stationery (except when used for circular letters), 
envelopes, deposit slips, checks, drafts, signature cards, deposit passbooks, certifi- 
cates of deposit, etc.; 

(3) Signs or plates in the banking office or attached to the building or buildings 
in which the banking offices are located; 

(4) Listings in directories; 

(5) Advertisements not setting forth the name of the insured bank; 

(6) Display advertisements in bank directory, provided the name of the bank is 
listed on any page in the directory with a symbol or other descriptive matter indicat- 
ing it is a member of the Federal Deposit Insurance Corporation; 

(7) Joint or group advertisements of banking services where the names of insured 
banks and noninsured banks or institutions are listed and form a part of such 
advertisements; 

(8) Advertisements by radio which do not exceed thirty (30) seconds in time; 

(9) Advertisements by television, other than display advertisements, which do 
not exceed thirty (30) seconds in time; 

(10) Advertisements which are of the type or character making it impractical to 
include thereon the official advertising statement including, but not limited to, promo- 
tional items such as calendars, matchbooks, pens, pencils, and key chains; 

(11) Advertisements which contain a statement to the effect that the bank is a 
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member of the Federal Deposit Insurance Corporation, or that the bank is insured 
by the Federal Deposit Insurance Corporation, or that its deposits or depositors are 
insured by the Federal Deposit Insurance Corporation to the maximum of $40,000 
for each depositor; 

(12) Advertisements relating to the making of loans by the bank or loan services; 

(13) Advertisement relating to safe-keeping box business or services; 

(14) Advertisements relating to trust business or trust department services; 

(15) Advertisements relating to real estate business or services; 

(16) Advertisements relating to armored car services; 

(17) Advertisements relating to service charges or analysis charges; 

(18) Advertisements relating to securities business or securities department 
services; 

(19) Advertisements relating to travel department business, including traveler’s 
checks on which the bank issuing or causing to be issued the advertisement is not 
primarily liable; 

(20) Advertisements relating to savings bank life insurance. 

(d) Outstanding billboard advertisements. Where an insured bank has billboard 
advertisements outstanding which are required to include the official advertising 
statement and has direct control of such advertisements either by possession or 
under the terms of a contract, it shall, as soon as it can consistent with its contractual 
obligations, cause the official advertising statement to be included therein. 

(e) Official advertising statement in non-English language. The non-English 
equivalent of the official advertising statement may be used in any advertisement: 
Provided, That the translation has had the prior written approval of the Corporation. 


[32 F.R. 10189, July 11, 1967, as amended at 35 F.R. 460, Jan. 14 1970] 


Interest on deposits 
(12 C.F.R. Part 329) 


Scope. 
Definitions. 
Demand deposits. 
Interest on time and savings deposits. 
Payment of time deposits before maturity. 
Withdrawal of savings deposits. 
Maximum rates of interest payable on time and savings deposits by insured 
nonmember banks other than insured nonmember mutual savings banks. 
Maximum rates of interest or dividends payable on deposits by insured 
nonmember mutual savings banks. 
Advertising of interest on deposits. 
329.10 Obligations other than deposits. 
329.101 Computation and payment of interest on time and savings deposits. 


APPENDIX A—Foreign, international and supranational entities designated as ex- 
empt from § 329.6. 


AUTHORITY: The provisions of this Part 329 issued under secs. 9, 18, 64, Stat. 
881, 891; 12 U.S.C. §§ 1819, 1828. 
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[{ 63.0] § 329.0 Scope. 


The provisions of this Part 329 apply to the advertisement and payment of interest 
or dividends on deposits in insured nonmember banks.' The provisions of this Part 
329 do not apply to any deposit in a bank outside of, or payable only at a bank’s 
office which is located outside of, the States of the United States and the District of 
Columbia. Except as provided in §§ 329.7, 329.8, and 329.10, the provisions of this 
Part 329 do not apply to mutual savings banks or to guaranty savings banks operat- 
ing in the State of New Hampshire so long as said guaranty savings banks operate 
substantially under and pursuant to the laws of the State of New Hampshire pertaining 
to mutual savings banks and do not engage in commercial banking. 


(38 F.R. 26355, Sept. 20, 1973] 


[{ 63.1] § 329.1 Definitions. 


(a) Demand deposits. The term “demand deposit” includes every deposit which 
is not a “time deposit” or “savings deposit”, as defined below. 

(b) Time deposits. The term “time deposits” means “time certificates of deposit” 
and “time deposits, open account” as defined below. 

(c) Time certificates of deposit. The term “time certificate of deposit” means a 
deposit evidenced by a negotiable or nonnegotiable instrument which provides on its 
face that the amount of such deposit is payable: 

(1) On a certain date, specified in the instrument, not less than thirty (30) days 
after the date of the deposit; or 

(2) At the expiration of a specified period not less than thirty (30) days after 
the date of the instrument; or 

(3) Upon written notice to be given not less than thirty (30) days before the 
date of repayment.'* 

(d) Time deposits, open account. The term “time deposit, open account” means 
a deposit, other than a “time certificate of deposit,” with respect to which there is 
in force a written contract with the depositor that neither the whole nor any part of 
such deposit may be withdrawn, by check or otherwise, prior to the date of maturity, 
which shall be not less than 30 days after the date of the deposit,? or prior to the 
expiration of the period of notice which must be given by the depositor in writing 
not less than 30 days in advance of withdrawals.* 

(e) Savings deposits. (1) The term “savings deposit” means a deposit: 

(i) Which consists of funds deposited to the credit of one or more individuals, 
or of a corporation, association, or other organization operated primarily for reli- 


1 Wherever the terms “insured nonmember bank” or “insured nonmember mutual sav- 
ings bank” appear in this Part 329, they shall be deemed to include banks and mutual 
savings banks, respectively, in Massachusetts that are not insured by the Federal Deposit 
Insurance Corporation. 

1* If the certificate of deposit provides merely that the bank reserves the right to require 
notice of not less than thirty (30) days before any withdrawal is made, the bank must 
require such notice before permitting withdrawal. 

2 Deposits, such as Christmas club accounts and vacation club accounts, which are made 
under written contracts providing that no withdrawal shall be made until a certain num- 
ber of periodic deposits have been made during a period of not less than 3 months, con- 
stitute “time deposits, open account,” even though some of the deposits are made within 
30 days from the end of such period. 

3 A deposit with respect to which the bank merely reserves the right to require notice of 
not less than 30 days before any withdrawal is made is not a “time deposit, open account,” 
within the meaning of the above definition. 
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gious, philanthropic, charitable, educational, fraternal, or other similar purposes and 
not operated for profit,‘ or in which the entire beneficial interest is held by one or 
more individuals or by such a corporation, association, or other organization; and 

(ii) with respect to which the depositor is not required by the deposit contract 
but may at any time be required by the bank to give notice in writing of an intended 
withdrawal not less than 30 days before such withdrawal is made® and which is not 
payable on a specified date or at the expiration of a specified time after the date of 
deposit. 

(2)(i) Subject to the limitations in subdivision (ii) of this subparagraph (2), 
the term “savings deposit,” as defined in paragraph (e)(1) of this section, shall 
include all interest-bearing deposits subject to withdrawal by negotiable or trans- 
ferable instruments for the purpose of making transfers to third parties where such 
withdrawals are authorized by law.™ 

(ii) No insured nonmember bank or insured nonmember mutual savings bank 
shall maintain an interest-bearing deposit for a public unit, as defined in section 
3(m) of the Federal Deposit Insurance Act, if such deposit is subject to withdrawal 
by negotiable or transferable instrument for the purpose of making transfers to 
third parties, unless the public unit meets the requirements of paragraph (e) (1) 
of this section other than by virtue of its status as a public unit: Provided, That 
any insured nonmember bank or insured nonmember mutual savings bank may 
maintain such a deposit for a nonqualifying public unit until January 1, 1976 if 
if such deposit was established on or before May 16, 1975. 

(f) Multiple maturity time deposit. The term “multiple maturity time deposit” 
means any time deposit (1) that is payable at the depositor’s option on more than 
one date, whether on a specified date or at the expiration of a specified time after the 


date of deposit (e.g., a deposit payable at the option of the depositor either 3 months 
or 6 months after the date of deposit), (2) that is payable after written notice of 
withdrawal, or (3) with respect to which the underlying instrument or contract or 
any informal understanding or agreement provides for automatic renewal at maturity. 


[15 F.R. 8641, Dec. 5, 1950, as amended at 31 F.R. 9862, July 21, 1966; 31 F.R. 
15795, Dec. 15, 1966; 38 F.R. 34458, Dec. 14, 1973; 40 F.R. 17137, April 17, 
1975] 


[{ 63.2] § 329.2 Demand deposits. 


(a) Interest prohibited. Except as provided in this part, no insured nonmember 
bank shall directly or indirectly, by any device whatsoever, pay any interest on any 
demand deposit. Within this part any payment to or for the account of any depositor 
as compensation for the use of funds constituting a deposit shall be considered 
interest.® 


* Deposits in joint accounts of two or more individuals may be classified as savings 
deposits if they meet the other requirements of the above definition, but deposits of a 
partnership operated for profit may not be so classified. Deposits to the credit of an indi- 
vidual of funds in which any beneficial interest is held by a corporation, partnership, 
association, or other organization operated for profit or not operated primarily for reli- 
gious, philanthropic, charitable, educational, fraternal, other other similar purposes may 
not be classified as savings deposits. 

° The exercise by the bank of its right to require such notice shall not cause the deposit 
to cease to be a savings deposit. 

** Limited by Federal law to banks in Massachusetts and New Hampshire (87 Stat. 
342). 

® The absorption of normal or customary exchange charges by an insured nonmember 
bank, in connection with the routine collection for its depositors of checks drawn on other 
banks, does not constitute the payment of interest within the provisions of this part. 
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(b) Exceptions. The prohibition stated in paragraph (a) of this section does not 
apply to: 

(1) Payment of interest accruing before August 24, 1937, on any deposit made 
by a “savings bank” as defined in the Federal Deposit Insurance Act, or by a 
mutual savings bank; 

(2) Payment of interest accruing before August 24, 1937, on any deposit of 
public funds * made by or on behalf of any State, county, school district, or other 
subdivision or municipality, or on any deposit of trust funds, if the payment of interest 
with respect to such deposit of public funds or of trust funds is required by State law 
when such deposits are made in State banks; 

(3) Payment of interest in accordance with the terms of any certificate of deposit 
or other contract which was lawfully entered into in good faith before February 1, 
1936 (or, if the bank became an insured nonmember bank thereafter, before the 
date upon which it became an insured nonmember bank), which was in force on 
such date, and which may not legally be terminated or modified by such bank at its 
option and without liability; but no such certificate of deposit or other contract may 
be renewed or extended unless it be modified to eliminate any provision for the 
payment of interest on demand deposits, and every insured nonmember bank shall 
take such action as may be necessary, as soon as possible consistently with its con- 
tractual obligations, to eliminate from any such certificate of deposit or other contract 
any provision for the payment of interest on demand deposits. 

(c) Deposits in savings banks. Deposits in “savings banks” ® in specifically desig- 
nated deposit accounts with respect to which withdrawal by checking is permitted in 
accordance with section 3(g) of the Federal Deposit Insurance Act, shall, for the 
purposes of this part, be classed as demand deposits. 

[15 F.R. 8641, Dec. 6, 1950] 


[€ 63.3] § 329.3 Interest on time and savings deposits. 


(a) Maximum rate. Except as provided in this section, no insured nonmember 
bank shall, directly or indirectly, by any device whatsoever, pay interest on any time 
deposit or savings deposit at a rate in excess of such applicable maximum rate as the 
Board of Directors of the Federal Deposit Insurance Corporation shall prescribe from 
time to time in § 329.6 of this part. In determining the maximum amount of interest 
permitted to be paid, the effects of compounding may be disregarded. 

(b) Modification of contracts to conform to regulation. No certificate of deposit 
or other contract shall be renewed or extended unless it be modified to conform to 
the provisions of this part, and every insured nonmember bank shall take such action 


7 Section 3(g) of the Federal Deposit Insurance Act provides: 

“The term ‘savings bank’ means a bank (other than a mutual savings bank) which 
transacts its ordinary banking business strictly as a savings bank under State laws impos- 
ing special requirements on such banks governing the manner of investing their funds and 
of conducting their business: Provided, That the bank maintains, until maturity date or 
until withdrawn, all deposits made with it (other than funds held by it in a fiduciary 
capacity) as time savings deposits of the specific term type or of the type where the right 
is reserved to the bank to require written notice before permitting withdrawal: Providing 
further, That such bank to be considered a savings bank must elect to become subject to 
regulations of the Corporation with respect to the redeposit of maturing deposits and 
prohibiting withdrawals of deposits by checking except in cases where such withdrawal 
was permitted by law on August 23, 1935, from specifically designated deposit accounts 
totaling not more than 15 per centum of the bank’s total deposits.” 

8 Deposits of moneys paid into State courts by private parties pending the outcome of 
litigation are not deposits of “public funds”, within the meaning of the above provision. 

® See footnote 7. 
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as may be necessary, as soon as possible consistently with its contractual obligations, 
to bring all of its outstanding certificates of deposit or other contracts into conformity 
with the provisions of this part. 

(c) Insured nonmember banks limited to maximum rate under State law. The 
rate of interest paid by an insured nonmember bank upon a time deposit or a savings 
deposit shall not in any case exceed (1) the applicable maximum rate prescribed 
pursuant to the provisions of paragraph (a) of this section, or (2) the applicable 
maximum rate authorized to be paid upon such deposits under the laws of the State 
in which the insured nonmember bank is located, whichever may be less. 

(d) Grace periods in computing interest on savings deposits. An insured non- 
member bank may pay interest on a savings deposit received during the first ten (10) 
calendar days of any calendar month at the applicable maximum rate prescribed 
pursuant to paragraph (a) of this section calculated from the first day of such calen- 
dar month until such deposit is withdrawn or ceases to constitute a savings deposit 
under the provisions of this part, whichever shall first occur; and an insured non- 
member bank may pay interest on a savings deposit withdrawn during its last three 
(3) business days of any calendar month ending a regular quarterly or semiannual 
interest period at the applicable maximum rate prescribed pursuant to paragraph (a) 
of this section calculated to the end of such calendar month. 

(e) Computation of interest on time and savings deposits. In computing interest 
on time and savings deposits, the time factor should be expressed as a fraction in which 
the actual number of days the funds earn interest is the numerator, and the denomi- 
nator is either 360, 365, or, in a leap year, 366. However, when a deposit matures 
in 1 month, or multiples thereof, the bank may use 30 days in the numerator, or 
corresponding multiples thereof. 

(f) No interest after maturity or expiration of notice; exception. After the date 
of maturity of any time deposit, such deposit is a demand deposit, and no interest 
may be paid on such deposit for any period subsequent to such date. After the expira- 
tion of the period of notice given with respect to the repayment of any time deposit 
or savings deposit, such deposit is a demand deposit and no interest may be paid on 
such deposit for any period subsequent to the expiration of such notice, except that, 
if the owner of such deposit advise the bank in writing that the deposit will not be 
withdrawn pursuant to such notice or that the deposit will thereafter again be subject 
to the contract or requirements applicable to such deposit, the deposit will again 
constitute a time deposit or savings deposit, as the case may be, after the date upon 
which such advice is received by the bank. Notwithstanding the foregoing, if a time 
deposit is renewed, automatically or by action of the depositor, within ten (10) days 
after maturity, the renewed deposit or renewed portion may draw interest from the 
maturity date of the matured deposit; and if a time or savings deposit is renewed, 
automatically or by action of the depositor within ten (10) days after expiration of 
the period of notice given with respect to its repayment, the renewed deposit or 
renewed portion may draw interest from the date such notice period expired.’® 

(g) Time deposits of foreign governmental entities and international organizations. 
Section 329.6 does not apply to the rate of interest that may be paid by an insured 
nonmember bank on a time deposit having a maturity of 2 years or less and repre- 
senting funds deposited and owned by (1) a foreign national government, or an 
agency or instrumentality thereof '' engaged principally in activities which are ordi- 
narily performed in the United States by governmental entities, (2) an international 
entity of which the United States is a member, or (3) any other foreign, international 


10 Where a time certificate is renewed within ten (10) days after maturity, the renewal 
certificate may be dated back to the maturity date of the matured certificate. 

1! Other than States, provinces, municipalities, or other regional or local governmental 
units, or agencies or instrumentalities thereof. 
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or supranational entity specifically designated by the Board of Directors as exempt 
from § 329.6. All certificates of deposit issued by insured nonmember banks to such 
entities on which the contract rate of interest exceeds the maximum prescribed under 
§ 329.6 shall provide that (i) in the event of transfer, the date of transfer, attested 
to in writing by the transferor, shall appear on the certificate, and (ii) the maximum 
rate limitations of § 329.6 in effect on the date of issuance of the certificate shall 
apply to the certificate for any period during which it is held by a person other than 
an entity exempt from § 329.6 under the foregoing sentence.''* Upon the present- 
ment of such a certificate for payment, the bank may pay the holder the contract rate 
of interest on the deposit for the time that the certificate was actually owned by an 
entity so exempt. 


[33 F.R. 15409, Oct. 17, 1968, as amended at 34 F.R. 9703, June 21, 1969; 34 F.R. 
18086, Nov. 8, 1969; 35 F.R. 2768, Feb. 10, 1970; 37 F.R. 10341, May 20, 1972] 


NoTE: See Appendix A to this Part for the list of foreign, international and supra- 
national entities designated as exempt from § 329.6. 


[{ 63.4] § 329.4 Payment of time deposits before maturity. 


(a) Time deposits payable on a specified date. No insured nonmember bank 
shall pay any time deposit, which is payable on a specified date, before such specified 
date, except as provided in paragraph (d) of this section. 

(b) Time deposits payable after a specified period. No insured nonmember bank 
shall pay any time deposit, which is payable at the expiration of a specified period, 
before such period has expired, except as provided in paragraph (d) of this section. 

(c) Time deposits payable after specified notice. No insured nonmember bank 
shall pay any time deposit, with respect to which notice is required to be given a 
specified period before any withdrawal is made, until such required notice has been 
given and the specified period thereafter has expired, except as provided in paragraph 
(d) of this section. 

(d) Penalty on payment of time deposits before maturity. In the event of with- 
drawal of all or any portion of a time deposit before the maturity thereof, the deposi- 
tor may not receive interest from the date of deposit on the amount withdrawn at a 
rate in excess of the maximum rate which may be paid on savings deposits by the 
depository bank on the date of withdrawal under § 329.6(c) or § 329.7(b) (1), and 
the depositor shall forfeit all interest, calculated at such savings deposit rate, whether 
accrued and unpaid, or paid to or for the depositor’s account, on the amount with- 
drawn for a period of three months or for the period since the date of the deposit, 
whichever is less. Where necessary to comply with this requirement, interest already 
paid to or for the account of the depositor shall be deducted from the amount re- 
quested by the depositor to be withdrawn."'” Provided, that the penalty prescribed 


11° A new certificate not maturing prior to the maturity date of the original certificate 
may be issued by the insured nonmember bank to the transferee, in which event the 
original must be retained by the bank. The new certificate may not provide for interest 
after the date of transfer at a rate in excess of the applicable maximum rate authorized 
by § 329.6 as of the date of issuance of the original certificate. 

11 This amendment applies to all time deposit contracts entered into after July 5, 1973 
and to all existing time deposit contracts which are renewed or extended after such date: 
Provided, however, That any time deposit contract which is automatically renewed after 
July 5, 1973, without any change in the interest rate payable thereon or the maturity 
thereof, shall be subject instead to the restrictions in effect prior to this amendment which 
allowed withdrawal only in the event of need and required the forfeiture of not less than 
three months’ accrued and unpaid interest. This amendment also applies to all existing 
time deposits upon which interest is paid on or after July 1, 1973 at a rate in excess of 
the maximum rate payable on such deposits as of June 30, 1973. 
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by this paragraph (d) shall not apply to the withdrawal of all or any portion of a 
time deposit before the maturity thereof upon the death of an individual depositor 
who, at the time of his death, is the sole legal and beneficial owner of such deposit. 

(e) Application of penalty to changes in interest rates or maturities —(1) In- 
creases in interest rates on existing time deposits. Where there is an increase in the 
rate of interest paid on any time deposit, the deposit will be treated as having been 
withdrawn by the depositor, prior to maturity, on the date on which the deposit begins 
to earn interest at the higher rate. 

(2) Conversion of existing time deposits to new deposits with longer maturities. 
Where an existing time deposit is converted to one having a longer maturity, the 
deposit will be treated as having been withdrawn by the depositor, prior to maturity, 
on the date of conversion if the rate of interest paid on the new deposit exceeds the 
rate paid on the original deposit. 

(3) Exceptions. The provisions of this paragraph (e) do not apply to an increase 
in the rate of interest paid on a time deposit where such increase is explicitly author- 
ized by the terms of the original deposit contract and may not be granted or with- 
held at the option of the bank. 

(f) Disclosure of penalty. At the time an insured nonmember bank enters into 
a new time deposit contract with any depositor, it shall provide the depositor with a 
separate written statement which clearly states that the depositor may not withdraw 
all or any part of his deposit prior to maturity except with the consent of the bank 
which may be given only at the time such request for withdrawal is made, and that 
if the bank gives its consent at that time, a penalty will be assessed on the amount 
withdrawn. In addition, the statement shall clearly describe the penalty, which shall, 
at a minimum, be the penalty prescribed in paragraph (d) of this section."" 

(g) Determination of “date of deposit” for multiple maturity time deposits. As 
used in paragraph (d) of this section, the words “date of deposit” have the following 
meanings as applied to multiple maturity time deposits: (1) in the case of auto- 
matically renewable mutiple maturity time deposits (or those payable on more than 
one date), the last maturity date on which the deposit could have been withdrawn, 
and (2) in the case of multiple maturity time deposits which may only be withdrawn 
upon written notice to be given prior to the date of withdrawal, the last date on which 
notice could have been given in order to withdraw the deposit on the date on which 
it is treated as having been withdrawn (i.e., the date as of which a higher interest rate 
is paid or the date on which the deposit is converted to one having a longer maturity ). 

(h) Loans upon security of time deposits. An insured nonmember bank may make 
a loan to a depositor upon the security of his time deposit. However, the rate of 
interest paid by the bank on such deposit for the period of time it secures the loan 
shall not be in excess of 2 percent per annum less than the rate of interest charged 
on the loan. The provisions of this paragraph (h) shall be deemed to be a part of 
every time deposit contract entered into by any insured nonmember bank whether 
or not such provisions are expressly set forth therein. 


[15 F.R. 8642, Dec. 6, 1950, as amended at 38 F.R. 18543, July 12, 1973; 38 F.R. 
22545, Aug. 22, 1973; 40 F.R. 23274, May 29, 1975] 


[For temporary suspension of $$ 329.4(e)(1) and 329.4(e)(2), see 40 F.R. 
11711, Mar. 13, 1975.] 


11° This paragraph (f) does not apply to any extensions or renewals of existing con- 
tracts except where the depositor has not previously been notified of the penalty pro- 
visions in paragraph (d). This paragraph also does not apply to “obligations other than 
deposits” that are otherwise subject to the provisions of this Part 329 (see 12 CFR 
329.10(a)). 
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[€ 63.5] § 329.5 Withdrawal of savings deposits. 


(a) Requirements regarding notice of withdrawal. Whether or not interest is paid, 
no insured nonmember bank shall require or waive notice of withdrawal as to any 
amount or percentage of the savings deposits of any depositor unless it shall similarly 
require or waive such notice as to the same amount or percentage of the savings 
deposits of every other depositor which are subject to the same contractual provi- 
sions with respect to notice of withdrawal. If an insured nonmember bank, without 
requiring notice of withdrawal, pays interest that has accrued on a savings deposit 
during the preceding interest period, it shall, upon request and without requiring 
such notice, pay interest that has accrued during that period on the savings deposits 
of every other depositor. No insured nonmember bank shall change its practice with 
respect to the requiring or waiving of notice of withdrawal of savings deposits for 
the purpose of discriminating in favor of or against any depositor or depositors, and 
no such change of practice shall be made except pursuant to duly recorded action of 
the bank’s board of directors or a properly authorized committee thereof. 

(b) Loans on security of savings deposits. If it is not the practice of an insured 
nonmember bank to require notice of withdrawal of savings deposits, no restrictions 
are imposed by this part upon loans by such bank to its depositors upon the security 
of such deposits. If it is the practice of an insured nonmember bank to require notice 
of withdrawal of a savings deposit, such bank may make loans to a depositor upon 
the security of such deposit, but the rate of interest on such loans shall be not less 
than 2 percent per annum in excess of the rate of interest paid on such deposit. 

(c) Manner of payment of savings deposits. (1) Subject to the provisions of 
paragraphs (c)(2) and (4) of this section, an insured nonmember bank may permit 
withdrawals to be made from a savings deposit only through payment’ to the 
depositor himself (but not to any other person whether or not acting for the deposi- 
tor), except: 

(i) Where the deposit is represented by a passbook to any person presenting the 
passbook; '* 

(ii) To an executor, administrator, trustee, or other fiduciary holding the savings 
deposit as part of a fiduciary estate, or to a person, other than the bank, holding a 
general power of attorney granted by the depositor; 

(ii) To any person, including the bank, that has extended credit to the depositor 
on the security of the savings deposit, where such payment is made in order to enable 
the creditor to realize upon such security; 

(iv) Pursuant to the order of a court of competent jurisdiction; 

(v) Upon the death of the depositor, to any person authorized by law to receive 
the deposit; or 

(vi) Interest paid to a third person pursuant to written instruction or assignment 
by the depositor, accepted by the bank, and placed on file therein. 

(2) Notwithstanding the provisions of subparagraph (1) of this paragraph, no 
withdrawal shall be permitted by an insured nonmember bank to be made from a 
savings deposit, through payment to the bank itself or through transfer of credit 
to a demand or other deposit account of the same depositor (other than of interest 
on the savings deposit) if such payment or transfer is made pursuant to any adver- 
tised plan or any agreement, written or oral: 

(i) Which authorizes such payments or transfers of credit to be made as a normal 
practice in order to cover checks or drafts drawn by the depositor upon the bank; or 

(ii) Which provides that such payments or transfers of credit shall be made at 
daily, monthly, or other such periodic intervals, except where made to enable the 


12 Payment from a savings deposit or presentation of a passbook may be made over the 
counter, through the mails, or otherwise. 
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bank, on the depositor’s behalf, and pursuant to his written instruction, to effect the 
payment of installments of principal, interest, or other charges (including taxes or 
insurance premiums) due on a real estate loan or mortgage. 

(3) Where a savings deposit is evidenced by a passbook, every withdrawal made 
upon presentation of the passbook shall be entered in the passbook at the time of 
withdrawal, and every other withdrawal from such a deposit shall be entered in the 
passbook as soon as practicable after the withdrawal is made. 

(4) The provisions of this paragraph (c) shall not apply to savings deposits 
subject to withdrawal by negotiable or transferable instruments for the purpose of 
making transfers to third parties. 


[31 F.R. 15795, Dec. 15, 1966, as amended at 38 F.R. 34458, Dec. 14, 1973] 


[{ 63.6] § 329.6 Maximum rates of interest payable on time and savings deposits 
by insured nonmember banks other than insured nonmember mutual savings 
banks. 13 


(a) Deposits of $100,000 or more. There is no maximum rate of interest pres- 
ently prescribed on any time deposit of $100,000 or more. 

(b) Deposits of less than $100,000. (1) Except as provided in paragraph (b) (2) 
of this section, no insured nonmember bank shall pay interest on any time deposit 
of less than $100,000 at a rate in excess of the applicable rate under the following 
schedule: 

Maximum 
percent 
per 
Maturity annum 
30 days or more but less than 90 days . 
90 days or more but less than 1 year 
1 year or more but less than 30 months 
30 months or more 


(2) Deposits of $1,000 or more with maturities of 4 years or more. No insured 
nonmember bank shall pay interest on any time deposit of $1,000 or more with a 
maturity of four years or more at a rate in excess of the applicable rate under the 
following schedule: 

Maximum 
percent 
per 
Maturity annum 
4 years or more but less than 6 years = 1% 
+ , 2 ee 7’ 


(c) Savings deposits. No insured nonmember bank shall pay interest at a rate 
in excess of 5 percent per annum on any savings deposit, including savings deposits 
that are subject to withdrawal by negotiable or transferable instruments for the pur- 
pose of making transfers to third parties. 

[38 F.R. 20247, July 30, 1973, as amended at 38 F.R. 20818, Aug. 3, 1973; 38 F.R. 
29315, Oct. 24, 1973; 38 F.R. 34458, Dec. 14, 1973] 


Note: Foreign, international and supranational entities designated as exempt 
from § 329.6 are listed in Appendix A to this part. 


13 The maximum rates of interest payable by insured nonmember banks on time and 
savings deposits as prescribed herein are not applicable to any deposit which is payable 
only at an office of an insured nonmember bank located outside of the States of the United 
States and the District of Columbia. 
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[{ 63.7] § 329.7 Maximum rate of interest or dividends payable on deposits by 
insured nonmember mutual savings banks.14 


(a) Definition. For the purposes of this section, the term “mutual savings bank” 
includes any mutual savings bank and any guaranty savings bank which operates 
in the State of New Hampshire substantially under and pursuant to the laws of that 
State pertaining to mutual savings banks so long as such guaranty savings bank does 
not engage in commercial banking. 

(b) Maximum rates payable—(1) General.—(i) Except as provided in para- 
graphs (b) (2), (3) and (4) and paragraph (e) of this section, no insured non- 
member mutual savings bank shall pay interest or dividends at a rate in excess of 
5% percent per annum on any deposit. Section 329.3(b), relating to modification 
of deposit contracts to conform to regulations, shall apply to insured nonmember 
mutual savings banks. 

(ii) Notwithstanding the provisions of paragraph (b)(1)(i) of this section, no 
insured nonmember mutual savings bank shall pay interest or dividends at a rate in 
excess of 5 percent per annum on any deposit that is subject to withdrawal by 
negotiable or transferable instruments for the purpose of making transfers to third 
parties where such withdrawals are authorized by law.'** Those eligible to hold 
such deposits shall be limited to individuals and those organizations described in 
Section 329.1(e)(1) (i). Eligibility for public units shall be limited in accordance 
with the provisions of Section 329.1 (e) (2) (ii). 

(2) Time deposits of $100,000 or more. There is no maximum rate of interest 
or dividends presently prescribed on any time deposit of $100,000 or more. 

(3) Time deposits of less than $100,000. Except as provided in paragraph 
(b) (4) of this section, no insured nonmember mutual savings bank shall pay interest 
or dividends on any time deposit of less than $100,000 at a rate in excess of the 
applicable rate under the following schedule: 

Maximum 
percent 
per 
Maturity annum 
90 days or more but less than 1 year ...................... 5% 
1 year or more but less than 30 months - 
30 months or more .... 


(4) Time deposits of $1,000 or more with maturities of 4 years or more. No 
insured nonmember mutual savings bank shall pay interest or dividends on any time 
deposit of $1,000 or more with a maturity of four years or more at a rate in excess 
of the applicable rate under the following schedule: 


Maximum 
percent 
per 
Maturity annum 
4 years or more but less than 6 years . ~ wae 
6 years or more . Sah 1% 


(c) Compounding interest. In determining the maximum amount of interest or 
dividends permitted to be paid, the effects of compounding may be disregarded. 


14 The maximum rates of interest payable by insured nonmember mutual savings banks 
as prescribed herein are not applicable to any deposit which is payable only at an office 
of an insured nonmember mutual savings bank located outside of the States of the United 
States and the District of Columbia. 

14° Federal law limits the offering of such deposits by mutual savings banks to those 
banks located in Massachusetts and New Hampshire (87 Stat. 342). 





q 63.8 REGULATIONS—12 C.F.R. PT. 329 I-180 


(d) Grace periods in computing interest. An insured nonmember mutual savings 
bank may pay interest or dividends on a deposit received during the first 10 calendar 
days of any calendar month at the applicable maximum rate prescribed in paragraph 
(b) of this section calculated from the first day of such calendar month until such 
deposit is withdrawn or otherwise ceases to constitute a deposit upon which interest 
or dividends are payable; and an insured nonmember mutual savings bank may pay 
interest or dividends on a deposit withdrawn during the last 3 business days of any 
calendar month ending a regular quarterly or semiannual interest or dividend period 
at the applicable maximum rate prescribed in paragraph (b) of this section calcu- 
lated to the end of such calendar month. 

(e) Systematic savings account deposits in insured nonmember mutual savings 
banks in Massachusetts. No insured nonmember mutual savings bank located in 
the Commonwealth of Massachusetts shall pay interest or dividends on any syste- 
matic savings account deposit, as defined in section 22B of chapter 168 of the 
General Laws of the Commonwealth of Massachusetts, at a rate in excess of the 
applicable rate under the following schedule: 


Maximum 

percent 
Minimum period per annum 
48 months ... 5% 
96 months .. 2 . 5% 


(f) Time deposits. The provisions of this Part 329 with respect to time deposits, 
except the provisions of § 329.6, shall apply to all such deposits in insured non- 
member mutual savings banks. 


[38 F.R. 20248, July 30, 1973; 38 F.R. 22120, Aug. 16, 1973, as amended at 38 
F.R. 29315, Oct. 24, 1973; 38 F.R. 34458, Dec. 14, 1973; 40 F.R. 17137, Apr. 


17, 1975] 


[{ 63.8] § 329.8 Advertising of interest on deposits. 


Every advertisement, announcement, or solicitation relating to the interest or 
dividends paid on deposits in insured nonmember banks (including insured non- 
member mutual savings banks) shall be governed by the following rules: 

(a) Annual rate of simple interest. Interest or dividend rates shall be stated in 
terms of annual rates of simple interest or dividends. In no case shall a rate be 
advertised which is in excess of the applicable maximum rate for the particular 
deposit. 

(b) Percentage yields based on 1 year. Where a percentage yield achieved by 
compounding interest during 1 year is advertised, the annual rate of simple interest 
shall be stated with equal prominence, together with a reference to the basis of 
compounding. No insured nonmember bank shall advertise a percentage yield based 
on the effect of grace periods permitted in § 329.3(d) or § 329.7(d). 

(c) Percentage yields based on periods in excess of 1 year. No advertisement 
shall include any indication of a total percentage yield, compounded or simple, based 
on a period in excess of a year, or an average annual percentage yield achieved by 
compounding during a period in excess of a year. 

(d) Time or amount requirements. lf an advertised rate is payable only on de- 
posits that meet time or amount requirements, such requirements shall be clearly 
and conspicuously stated. Where the time requirement for an advertised rate is in 
excess of a year, the required number of years for the rate shall be stated with equal 
prominence, together with an indication of any lower rate or rates that will apply if 
the deposit is withdrawn at an earlier maturity. 
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(e) Profit. The term “profit” shall not be used in referring to interest or dividends 
paid on deposits. 

(f) Accuracy of advertising. No insured nonmember bank shall make any adver- 
tisement, announcement or solicitation relating to the interest or dividends paid on 
deposits which is inaccurate or misleading or which misrepresents its deposit con- 
tracts. 

(g) Solicitation of deposits for banks. Any person or organization which solicits 
deposits for an insured nonmember bank shall be bound by the rules contained in 
this section with respect to any advertisement, announcement or solicitation relating 
to such deposits. No such person or organization shall advertise a percentage yield 
on any deposit it solicits for an insured nonmember bank which is not authorized 
to be paid and advertised by such bank. 

(h) Time deposits. Every advertisement, announcement, or solicitation relating 
to the interest paid on time deposits shall include a clear and conspicuous statement 
that in the event the depositor is allowed to withdraw all or part of his deposit before 
maturity, a “substantial penalty” will be imposed. 

(i) Deposits bearing interest or dividends subject to withdrawal by negotiable or 
transferable instruments for the purpose of making transfers to third parties. 

The dissemination of any advertisement, announcement or solicitation by an in- 
sured nonmember bank relating to any interest or dividend-bearing deposit subject to 
withdrawal by negotiable or transferable instruments for the purpose of making trans- 
fers to third parties shall be limited to the extent practicable after considering the 
media or means chosen, to the States in which Federal law permits banks to accept 
such withdrawals.'* 


[34 F.R. 9703, June 21, 1969, as amended at 37 F.R. 10341, May 20, 1972; 38 F.R. 
22546, Aug. 22, 1973; 38 F.R. 34458, Dec. 14, 1973] 


[{ 63.10] § 329.10 Obligations other than deposits. 


(a) General. Except as provided in this section, the provisions of this Part 329 
shall apply to obligations other than deposits that are issued or undertaken by insured 
nonmember banks for the purpose of obtaining funds to be used in the banking busi- 
ness.'° The term “obligations” includes but is not limited to: Promissory notes, 
acknowledgments of advance, due bills, repurchase agreements, or similar obliga- 
tions (written or oral) .'® 

(b) Exceptions. The provisions of this Part 329 shall not apply to any obligation 
other than a deposit obligation of an insured nonmember bank that: 

(1) Is issued to (or undertaken with respect to), and held for the account of, 
(i) a bank,’ (ii) any organization the time deposits of which are exempt from 
§ 329.6 pursuant to the provisions of § 329.3(g), (iii) an agency of the United 
States or the Government Development Bank for Puerto Rico, or (iv) Minbanc 


14° See footnotes 4a and 14a. 

15 The term “insured nonmember bank” includes insured nonmember mutual savings 
banks as defined in § 329.7(a). 

16 The provisions of this section shall not apply to any obligation of a bank which is 
payable only at an office of the bank located outside of the United States, the District 
of Columbia, Puerto Rico, Guam, American Samoa, and the Virgin Islands. 

17 The term “bank” includes a member bank, a nonmember commercial bank, a savings 
bank (mutual or stock), a building or savings and loan association or cooperative bank, 
the Export-Import Bank of the United States, or a foreign bank. It also includes bank 
subsidiaries that engage in business in which their parents are authorized to engage and 
subsidiaries the stock of which is by statute explicitly eligible for purchase by national 
banks. 
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Capital Corp. (where such obligation is subordinated to the claims of depositors 
to the extent of any deposits they may have in the issuing bank); 

(2) Evidences an indebtedness arising from a transfer of direct obligations of, 
or obligations that are fully guaranteed as to principal and interest by, the United 
States or any agency thereof, that the bank is obligated to repurchase; 

(3)(i) Bears on its face, in bold-face type, the following: 

This obligation is not a deposit and is not insured by the Federal Deposit Insur- 
ance Corporation; 

(ii) Has an original maturity of 7 years or more and is in an amount of at least 
$500; 

(iii) States expressly that it is subordinated to the claims of depositors and is 
ineligible as collateral for a loan by the issuing bank; 

(iv) Is unsecured; and 

(v) Has been approved by the Federal Deposit Insurance Corporation as an 
addition to the bank’s capital structure.'* Provided, That the restrictions on maturity 
set forth in subparagraph (3) (ii) of this section shall not apply to any obligation 
which otherwise meets all the requirements in paragraph (3) of this section and with 
respect to which the Federal Deposit Insurance Corporation has determined that 
exigent circumstances require the issuance of such obligation without regard to the 
provisions of this Part 329; or 

(4) Arises from a borrowing by an insured nonmember bank from a dealer in 
securities, for one business day, or proceeds of a transfer of deposit credit in a 
Federal Reserve Bank (or other immediately available funds), commonly referred 
to as “Federal funds”, received by such dealer on the date of the loan in connection 
with the clearance of securities transactions. 

[35 F.R. 18314, Dec. 2, 1970, as amended at 36 F.R. 3112, Feb. 18, 1971; 38 F.R. 
16347, June 22, 1973] 


[{ 63.101] § 329.101 Computation and payment of interest on time and savings 
deposits. 


The Board of Directors of the Federal Deposit Insurance Corporation has adopted 
the following position concerning the methods of computing interest on time and 
savings deposits. 

(a) The maximum rate of simple interest that an insured nonmember bank may 
pay on a deposit is established by §$§ 329.6 and 329.7 of the rules and regulations 
of the Federal Deposit Insurance Corporation. In January 1970, the Federal Deposit 
Insurance Corporation established certain rates on deposits with a maturity of “1 
year or more.” To qualify for the maximum rate that may be paid on such a deposit, 
the deposit must not mature before 1 full year, 365 or 366 days as the case may be, 
from the date of deposit.'® 

18 Capital notes or debentures issued by insured nonmember banks are subject to the 
retirement provisions of section 18(i)(1) of the Federal Deposit Insurance Act whether 
or not such capital notes or debentures are exempt from the provisions of Part 329. 

19 Part 329 of the Corporation’s regulations prescribes certain maximum interest rates 
for consumer-type time deposits (i.e., deposits of less than $100,000) with maturity inter- 
vals of 30 days or more and 90 days or more. Deposits that mature | month from the date 
of deposit or at 1-month intervals normally cover a period of at least 30 days. Deposits 
that mature 3 months from the date of deposit or at 3-month intervals normally cover a 
period of at least 90 days. However, if the date of deposit is in February such deposits 
will mature 28 days or 89 days, respectively, from the date of deposit in years other than 
leap years. The Board of Directors regards this de minimis departure from the 30- or 
90-day interval required for payment of interest at the applicable maximum rate as justi- 
fied on grounds of fairness and mathematical simplicity. 
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(b) Section 329.3(e) of the Corporation’s regulations has been amended to au- 
thorize the use of 360 or 365 days (or 366 in a leap year) as the basis for computing 
interests on time or savings deposits, regardless of the actual number of days the 
funds earn interest.*° For example, in computing interest on a 295-day deposit, the 
bank could use the fraction *%%60 or 7565 or 46s if a leap year. On a 360-day 
deposit the fraction could be *%%eo or *%es or *°%ee if a leap year. On a 365-day 
deposit the fraction may exceed a value of 1, i.e. **%400. Additionally, § 329.3(e) 
authorizes 1 month, or multiples thereof, to be figured as 30 days, or multiples 
thereof, for interest computation purposes. For examples, for a deposit made Feb- 
ruary 1 for 1 month, the fraction could be *%co or *%es or *8c0 or 7546s, etc. 


(37 F.R. 10341, May 20, 1972] 


APPENDIX A 


FOREIGN, INTERNATIONAL AND SUPRANATURAL ENTITIES DESIGNATED AS EXEMPT 
FroM § 329.6 


EUROPE 


Bank for International Settlements. 
European Atomic Energy Community. 
European Coal and Steel Community. 
The European Communities. 
European Development Fund. 
European Economic Community. 
European Free Trade Association. 
European Fund. 

European Investment Bank. 


LATIN AMERICA 


Andean Development Corporation. 

Andean Subregional Group. 

Caribbean Development Bank. 

Caribbean Free Trade Association. 

Caribbean Regional Development Agency. 

Central American Bank for Economic Integration. 

The Central American Institute for Industrial Research and Technology. 

Central American Monetary Stabilization Fund. 

East Caribbean Common Market. 

Latin American Free Trade Association. 

Organizatioa for Central American States. 

Permanent Secretariat of the Central American General Treaty of Economic Inte- 
gration. 

River Plate Basin Commission. 


AFRICA 


African Development Bank. 
Banque Centrale des Etats de l'Afrique de l’Ouest. 
Banque Centrale des Etats de l’Afrique Equatorial et du Cameroun. 


20 Interest may not be computed or paid on time deposits after maturity or the expira- 
tion of the period of notice given with respect to the repayment thereof, except in the case 
of deposits which are renewed within 10 days thereafter (§ 329.3(f)). This is true even 
where the funds remain on deposit for a longer period of time. Consequently, interest 
must be computed on the number of days the funds are actually eligible to earn interest 
and not necessarily on the number of days the funds remain on deposit. 
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Conseil de I’Entente. 

East African Community. 

Organisation Commune Africaine et Malagache. 
Organization of African Unity. 

Union des Etats de l’Afrique Centrale. 

Union Douaniére et Economique de |’Afrique Centrale. 
Union Douaniére des Etats de I’Afrique de l’Ouest. 


ASIA 


Asia and Pacific Council. 

Association of Southeast Asian Nations. 
Bank of Taiwan. 

Korea Exchange Bank. 


MIDDLE EAST 


Central Treaty Organization. 
Regional Cooperation for Development. 


[35 F.R. 5006, Mar. 24, 1970] 


[Editorial note: The reasons underlying the amendments made to Sections 329.1- 
(e)(2) and 329.7(b)(1) are set forth in 40 F.R. 17137 (April 17, 1975).] 

The FDIC has given notice in 40 F.R. 24918 (June 11, 1975), that it is con- 
sidering amending Sections 329.1 and 329.7, to permit corporations, partnerships, 
associations, or other organizations operating for profit to maintain savings deposits 
in insured nonmember commercial banks.] 


{* 64] Clarification and definition of deposit insurance coverage 
(12 C.F.R. Part 330) 


REGULATIONS 

Sec. 

330.1 General principles applicable in determining insurance of deposit ac- 
counts. 

330.2 Single ownership accounts. 

330.3 Testamentary accounts. 

330.4 Accounts held by executors or administrators. 

330.5 Accounts held by a corporation or partnership. 

330.6 Accounts held by an unincorporated association. 

330.7 Independent activity. 

330.8 Public unit accounts. 

330.9 Joint accounts. 

330.10 Trust accounts. 

330.11 Deposits evidenced by negotiable instruments. 

330.12 Deposit obligations for payment of items forwarded for collection by 
bank acting as agent. 

330.13 Continuation of prior coverage. 

330.14 Notification of depositors. 


INTERPRETATIONS 
330.101 Recognition of deposit ownership in custodial accounts. 


APPENDIX—Examples of insurance coverage afforded deposit accounts in banks 
insured by the Federal Deposit Insurance Corporation. 
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AUTHORITY: The provisions of this Part 330 issued under secs. 3, 7, 9, 11, 12, 
64 Stat. 873, 881, sec. 303, 80 Stat. 1056; 12 U.S.C. 1813, 1817, 1819, 1821, 
1822. 


Source: The provisions of this Part 330 appear at 32 F.R. 10408, July 14, 
1967, unless otherwise noted. [The amendments effected by 39 F.R. 41359, Nov. 
27, 1974, have been incorporated.] 


REGULATIONS 


[§ 64.1] § 330.1 General principles applicable in determining insurance of de- 
posit accounts. 


(a) General. This Part 330 provides for determination by the Corporation of 
the insured depositors of an insured bank and the amount of their insured deposit 
accounts. The rules for determining the insurance coverage of deposit accounts 
maintained by depositors in the same or different rights and capacities in the same 
insured bank are set forth in the following provisions of this part. Insofar as rules 
of local law enter into such determinations, the law of the jurisdiction in which the 
insured bank’s principal office is located shall govern. 

(b) Records. (1) The deposit account records of the insured bank shall be 
conclusive as to the existence of any relationship pursuant to which the funds in 
the account are deposited and on which a claim for insurance coverage is founded. 
Examples would be trustee, agent, custodian or executor. No claim for insurance 
based on such a relationship will be recognized in the absence of such disclosure. 

(2) If the deposit account records of an insured bank disclose the existence of 
a relationship which may provide a basis for additional insurance, the details of the 
relationship and the interests of other parties in the account must be ascertainable 
either from the records of the bank or the records of the depositor maintained in 
good faith and in the regular course of business. 

(3) The deposit account records of an insured bank in connection with a trust 
account shall disclose the name of both the settlor (grantor) and the trustee of the 
trust and shall contain an account signature card executed by the trustee. 

(4) The interests of the co-owners of a joint deposit account shall be deemed 
equal, unless otherwise stated on the insured bank’s records in the case of a tenancy 
in common. 

(c) Valuation of trust interests. (1) Trust interests in the same trust deposited 
in the same account will be separately insured if the value of the trust interest is 
capable of determination, without evaluation of contingencies, except for those 
covered by the present worth tables and rules of calculation for their use set forth 
in § 20.2031-—7 of the Federal Estate Tax Regulations (26 CFR 20.2031-7). 

(2) In connection with any trust in which certain trust interests are not capable 
of evaluation in accordance with the foregoing rule, payment by the Corporation to 
the trustee with respect to all such trust interests shall not exceed the basic insured 
amount of $40,000. 

(3) Each trust interest in any trust established by two or more settlors shall be 
deemed to be derived from each settlor pro rata to his contribution to the trust. 

(4) The term “trust interest” means the interest of a beneficiary in an irrevo- 
cable express trust, whether created by trust instrument or statute, but does not 
include any interest retained by the settlor. 

(5) With respect to trust funds held by an insured bank in a fiduciary capacity 
pursuant to section 7(i) of the Act, the term “trust interest” shall mean the same 
as the term “trust funds” as used in section 3(p) of the Act. 


(32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 
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[{ 64.2] § 330.2 Single ownership accounts. 


Funds owned by an individual and deposited in the manner set forth below shall 
be added together and insured up to $40,000 in the aggregate. 

(a) Individual accounts. Funds owned by an individual (or by the community 
between husband and wife of which the individual is a member) and deposited in 
one or more deposit accounts in his own name shall be insured up to $40,000 in the 
aggregate. 

(b) Accounts held by agents or nominees. Funds owned by a principal and 
deposited in one or more deposit accounts in the name or names of agents or nomi- 
nees shall be added to any individual deposit accounts of the principal and insured 
up to $40,000 in the aggregate. 

(c) Accounts held by guardians, custodians, or conservators. Funds held by a 
guardian, custodian, or conservator for the benefit of his ward or for the benefit of 
a minor under a Uniform Gifts to Minors Act and deposited in one or more deposit 
accounts in the name of the guardian, custodian, or conservator shall be added to 
any individual deposit accounts of the ward or minor and insured up to $40,000 
in the aggregate. 

[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 


[{ 64.3] § 330.3 Testamentary accounts. 


(a) Funds owned by an individual and deposited in a revocable trust account, 
tentative or “Totten” trust account, “payable-on-death” account or similar account 
evidencing an intention that on his death the funds shall belong to his spouse, child 
or grandchild shall be insured up to $40,000 in the aggregate as to each such named 
beneficiary, separately from any other accounts of the owner. 

(b) If the named beneficiary of such an account is other than the owner’s 
spouse, child or grandchild, the funds in such account shall be added to any indi- 
vidual accounts of such owner and insured up to $40,000 in the aggregate. 


[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 


[{ 64.4] § 330.4 Accounts held by executors or administrators. 


Funds of a decedent held in the name of the decedent or in the name of the 
executor or administrator of his estate and deposited in one or more deposit ac- 
counts shall be insured up to $40,000 in the aggregate, separately from the indi- 
vidual deposit accounts of the beneficiaries of the estate or of the executor or 
administrator. 

[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 


[€ 64.5] § 330.5 Accounts held by a corporation or partnership. 

Deposit accounts of a corporation or partnership engaged in any independent 
activity shall be insured up to $40,000 in the aggregate. A deposit account of a 
corporation or partnership not engaged in an independent activity shall be deemed 
to be owned by the person or persons owning such corporation or comprising such 
partnership and, for deposit insurance purposes, the interest of each person in such 
a deposit account shall be added to any other deposit acccounts individually owned 
by such person and insured up to $40,000 in the aggregate. 

[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 
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[{ 64.6] § 330.6 Accounts held by an unincorporated associatien. 


Deposit accounts of an unincorporated association engaged in any independent 
activity shall be insured up to $40,000 in the aggregate. A deposit account of an 
unincorporated association not engaged in an independent activity shall be deemed 
to be owned by the persons comprising such association and, for deposit insurance 
purposes, the interest of each owner in such a deposit account shall be added to 
any other deposit accounts individually owned by such person and insured up to 
$40,000 in the aggregate. 


[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 


[{ 64.7] § 330.7 Independent activity. 


The term “independent activity” means any activity other than one directed 
solely at increasing insurance coverage. 


[€ 64.8] § 330.8 Public unit accounts. 


(a) (1) Each official custodian of funds of the United States depositing the same 
in time or savings deposits in an insured bank shall be separately insured up to 
$100,000 as to such deposits. Each such official custodian depositing such funds 
in a demand deposit shal! be separately insured up to $40,000. 

(2) Each official custodian of funds of any State of the United States or any 
county, municipality, or political subdivision thereof depositing the same in time 
or savings deposits in an insured bank in the same State shall be separately insured 


up to $100,000. 

(3) Each official custodian of funds of the District of Columbia lawfully depos- 
iting the same in time or savings deposits in an insured bank in the District of 
Columbia shall be separately insured up to $100,000. 

(4) Each official custodian of funds of the Commonwealth of Puerto Rico, the 
Virgin Islands, American Samoa, or Guam, or of any county, municipality, or 
political subdivision thereof lawfully depositing the same in time or savings de- 
posits in an insured bank in Puerto Rico, the Virgin Islands, American Samoa, or 
Guam, respectively, shall be separately insured up to $100,000. 

(5) Each official custodian referred to in paragraphs (a)(2), (3), and (4) of 
this section lawfully depositing such funds in demand deposits in an insured bank 
within the same State, District of Columbia, Commonwealth, possession or terri- 
tory comprising the public unit or wherein the public unit is located, or in any 
form of deposit, whether time, savings or demand, in an insured bank outside such 
judisdiction, shall be separately insured up to $40,000. 

(6) For purposes of this paragraph (a), if the same person is an official custo- 
dian of more than one public unit, he shall be separately insured with respect to 
the public funds held by him for each such unit, but shall not be separately insured 
by virtue of holding different offices in such unit or, except as provided in para- 
graph (b) of this section, holding such funds for different purposes. 

(a) General. Where different officers, agents or employees of the same public 
unit, having by law the official custody of public funds of the unit, deposit the same 
in an insured bank, each such officer, agent or employee shall be separately insured 
up to $40,000 in such custodial capacity. An officer, employee, or agent of a public 
unit shall be deemed to be insured only up to $40,000 with respect to all public 
funds of the same unit held by him, regardless of how many offices he holds in such 
unit or the purposes for which such funds are held or designated. If the same person 
is an officer, employee, or agent of more than one public unit, he shall be separately 
insured up to $40,000 with respect to the public funds held by him of each such unit. 
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(b) Public bond issues. Where an officer, agent or employee of a public unit 
has custody of certain funds which by law or under the bond indenture are required 
to be paid to the holders of bonds issued by the public unit, any deposit of such 
funds in an insured bank shall be deemed to be a deposit by a trustee of trust funds 
of which the bondholders are pro rata beneficiaries, and each such beneficial interest 
shall be separately insured up to $40,000. 

(c) Political subdivision. The term “political subdivision” includes any sub- 
division of a public unit, as defined in section 3(m) of the Federal Deposit Insur- 
ance Act, or any principal department of such public unit, (1) the creation of which 
subdivision or department has been expressly authorized by State statute, (2) to 
which some functions of government have been delegated by State statute, and (3) 
to which funds have been allocated by statute or ordinance for its exclusive use and 
control. It also includes drainage, irrigation, navigation, improvement, levee, sani- 
tary, school or power districts, and bridge or port authorities and other special dis- 
tricts created by State statute or compacts between the States. Excluded from the 
term are subordinate or nonautonomous divisions, agencies, or boards within 
principal departments. 


[32 F.R. 10408, July 14, 1967, as amended at 34 F.R. 247, Jan. 8, 1969; 35 F.R. 
460, Jan. 14, 1970, and at 39 F.R. 41359, Nov. 27, 1974] 


[€ 64.9] § 330.9 Joint accounts. 


(a) Separate insurance coverage. Deposits owned jointly, whether as point 
tenants with right of survivorship, as tenants by the entireties, as tenants in common, 
or by husband and wife as community property, shall be insured separately from 
deposit accounts individually owned by the coowners. 

(b) Qualifying joint accounts. A joint deposit account shall be deemed to exist, 
for purposes of insurance of accounts, only if each coowner has personally executed 
a deposit account signature card and possesses withdrawal rights. The restrictions 
of this paragraph shall not apply to coowners of a time certificate of deposit or to 
any deposit obligation evidenced by a negotiable instrument, but such a deposit 
must in fact be jointly owned. 

(c) Failure to qualify. A deposit account owned jointly which does not qualify 
as a joint account for purposes of insurance of accounts shall be treated as owned 
by the named persons as individuals and the actual ownership interest of each such 
person in such account shall be added to any other accounts individually owned 
by such person and insured up to $40,000 in the aggregate. 

(d) Same combination of individuals. All joint deposit accounts owned by the 
same combination of individuals shall first be added together and insured up to 
$40,000 in the aggregate. 

(e) Interest of each coowner. The interests of each coowner in all joint deposit 
accounts owned by different combinations of individuals shall then be added to- 
gether and insured up to $40,000 in the aggregate. 

[32 F.R. 10408, July 14, 1967, as amended at 33 F.R. 8505, June 8, 1968; 35 
F.R. 460, Jan. 14, 1970, and at 39 F.R. 41359, Nov. 27, 1974] 


[€ 64.10] § 330.10 Trust accounts. 


All trust interests for the same beneficiary deposited in deposit accounts estab- 
lished pursuant to valid trust agreements created by the same settlor (grantor) 
shall be added together and insured up to $40,000 in the aggregate, separately from 
other deposit accounts of the trustee of such trust funds or the settlor or beneficiary 
of such trust arrangements. 

[32 F.R. 10408, July 14, 1967, as amended at 35 F.R. 460, Jan. 14, 1970, and at 
39 F.R. 41359, Nov. 27, 1974] 
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[{ 64.11] § 330.11 Deposits evidenced by negotiable instruments. 


If any insured deposit obligation of a bank be evidenced by a negotiable certifi- 
cate of deposit, negotiable draft, negotiable cashier’s or officer’s check, negotiable 
certified check, or negotiable traveler’s check or letter of credit, the owner of such 
deposit obligation will be recognized for all purposes of claim for insured deposits 
to the same extent as if his name and interest were disclosed on the records of the 
bank provided the instrument was in fact negotiated to such owner prior to the date 
of the closing of the bank. Affirmative proof of such negotiation must be offered 
in all cases to substantiate the claim. 


[{ 64.12] § 330.12 Deposit obligations for payment of items forwarded for col- 
lection by bank acting as agent. 


Where a closed bank has become obligated for the payment of items forwarded 
for collection by a bank acting solely as agent, the owner of such items will be 
recognized for all purposes of claim for insured deposits to the same extent as if 
his name and interest were disclosed on the records of the bank when such claim 
for insured deposits, if otherwise payable, has been established by the execution 
and delivery of prescribed forms. Such bank forwarding such items for the owners 
thereof will be recognized as agent for such owners for the purpose of making an 
assignment of the rights of such owners against the closed insured bank to the 
Federal Deposit Insurance Corporation and for the purpose of receiving payment 
on behalf of such owners. 


[{ 64.13] § 330.13 Continuation of prior coverage. 


All deposit accounts insured under the rules and interpretations heretofore in 
effect shall continue to be insured, anything in this part to the contrary notwith- 
standing, until April 15, 1968. 


[{ 64.14] § 330.14 Notification of depositors. 


Each insured bank is required to provide notice of these revisions to the Rules 
and Regulations for Clarification and Definition of Insurance Coverage of Deposit 
Accounts, Part 330, not later than April 1, 1968, to the depositors of each deposit 
account which had a balance in excess of $5,000 on any date selected by the bank 
between September 1, 1967, and April 1, 1968. Such notice shall consist of mailing 
to such depositors at their last known address as shown on the records of the in- 
sured bank, a question and answer brochure on insurance of deposit accounts pre- 
pared by the Federal Deposit Insurance Corporation. Such brochure shall also be 
made available to the public at each teller’s station or window where deposits are 
normally received and at new account stations of an insured bank. Additional 
explanatory materials may also be sent to depositors at the option of the insured 
bank. 


(33 F.R. 530, Jan. 16, 1968] 


INTERPRETATIONS 


[{ 64.101] § 330.101 Recognition of deposit ownership in custodial accounts. 


(a) The opinion of the Board of Directors has been requested as to whether a 
fractional or percentage computation of the interests of owners of commingled 
funds on deposit in custodial accounts in banks insured by the Federal Deposit 
Insurance Corporation meets the requirements of § 330.1. 

(b) Section 330.1 provides that if the name and interest of an owner of any 
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portion of a specifically designated custodial deposit is disclosed on the records of 
the person in whose name the deposit is maintained and such records are main- 
tained in good faith and in the regular course of business, such owner will be recog- 
nized for all purposes of claim for insured deposits to the same extent as if his name 
and interest were disclosed on the records of the bank. 

(c) The Board of Directors has concluded that, if the records of the depositor, 
maintained in good faith and in the regular course of business, reflect, at all times, 
the name and ascertainable interest of each owner in a specifically designated cus- 
todial deposit, such interest may be determined on a fractional or percentage basis. 
This may be accomolished in any manner which indicates that where the funds 
of an owner are commingled with other funds held in custody and a portion thereof 
is placed on deposit in one or more insured banks, his interest in a custodial deposit 
in any one insured bank would represent at any given time the same fractional 
share as his share of the total commingled funds. 


Note: The examples to the following appendix are no longer applicable. Sec. 
7(a)(3) of Public Law 91-151, 83 Stat. 375, increased the maximum insurance 
on accounts insured by the Federal Deposit Insurance Corporation, as specified in 
12 U.S.C. 1821(a), from $15,000 to $20,000. [There has been a further increase, 
as indicated in the regulations.] A revision of the appendix to reflect the change in 
coverage will be issued in the Federal Register during the 1974 calendar year. [As 
of April 30, 1975, no revision has been effected.] 


APPENDIX—EXAMPLES OF INSURANCE COVERAGE AFFORDED DEPOSIT ACCOUNTS 
IN BANKS INSURED BY THE FEDERAL DEPoOsiIT INSURANCE CORPORATION 


EXAMPLES DEMONSTRATING INSURANCE COVERAGE ON DEPOSIT ACCOUNTS IN THE 
SAME INSURED BANK 


The following examples illustrate insurance coverage on deposit accounts main- 
tained in the same insured bank. They are intended to cover various types of own- 
ership interests and combinations of accounts which may occur in connection with 
deposited funds and which are the subject matter of the insurance coverage rules 
in Part 330. 

The type of account (whether checking, savings, certificate of deposit or other 
form of deposit) has no bearing on the amount of insurance coverage. All such 
forms of deposit accounts owned by the same depositor in the same right and 
capacity will be added together for purposes of computing his maximum insurance 
claim. 

The examples, as well as the rules which they interpret, are predicated upon the 
assumption that deposited funds are actually owned in the manner indicated on the 
bank’s records. If available evidence shows that ownership is different from that 
on the bank’s records, the Federal Deposit Insurance Corporation may pay claims 
for insured deposits on the basis of actual rather than ostensible ownership. 


Single ownership accounts. All funds owned by an individual (or the commu- 
nity between husband and wife of which the individual is a member) and deposited 
by him in one or more individual accounts are added together and insured up to 
the maximum of $15,000. This is true whether the accounts are maintained in the 
name of the individual owning the funds, in the name of his agent or nominee, or 
in the name of a guardian, conservator or custodian holding the funds for his 
benefit. 


EXAMPLE | 


Question: A and B, husband and wife, each maintain an individual account 
containing $15,000. In addition, they hold a joint account containing $15,000. 
What is the insurance coverage? 
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Answer: Each account is separately insured to $15,000, for a total coverage of 
$45,000. The coverage would be the same whether the individual accounts contain 
funds owned as community property or the individual property of the spouses 
(§ 330.2(a) and § 330.9(a)). 


EXAMPLE 2 


Question: H and W, husband and wife, reside in a community property state. 
H maintains a $15,000 account consisting of his separately owned funds and de- 
posits $15,000 of community funds in another account. Both of the accounts are 
in his name alone. What is the insurance coverage? 

Answer: The two accounts are added together and insured to a total of $15,000. 
$15,000 is uninsured (§ 330.2(a)). 


EXAMPLE 3 


Question: A has $12,000 deposited in an individual account, and his agent, B, 
deposits $5,000 of A’s funds in a properly designated agency account. B also holds 
a $15,000 individual account. What is the insurance coverage? 

Answer: A’s individual account and the agency account are added together and 
insured to the $15,000 maximum, leaving $2,000 uninsured. The depositing of 
funds through an agent does not result in additional insurance coverage for the 
principal (§ 330.2(b)). B’s individual account is insured separately from the 
agency account. However, if the records of the bank do not show the agency rela- 
tionship under which the funds in the $5,000 account are held, the $5,000 in B’s 
name could, at the option of the Federal Deposit Insurance Corporation, be added 
to his individual account and insured to $15,000 in the aggregate, leaving $5,000 
uninsured (§ 330.1(b)(1)). 


EXAMPLE 4 


Question: A holds a $15,000 individual account. B holds two accounts in his 
own name, the first containing $5,000 and the second containing $12,000. In 
processing the claims for payment of insurance on these accounts, the Federal De- 
posit Insurance Corporation discovers that the funds in the $5,000 account actually 
belong to A and that B had deposited these funds as agent for A, his undisclosed 
principal. What is the insurance coverage? 

Answer: Since the available evidence shows that A is the actual owner of the 
funds in the $5,000 account, the Federal Deposit Insurance Corporation may, at 
its option, add these funds to the $15,000 individual account held by A (rather 
than to B’s $12,000 account) and insure the total of $20,000 to the $15,000 maxi- 
mum, leaving $5,000 uninsured. In that event B’s $12,000 individual acount would 
be separately insured (§ 330.2(a) and (b)). 


EXAMPLE 5 


Question: C, a minor, maintains an individual account of $150 in connection 
with a school savings program. C’s grandfather makes a gift to him of $10,000 
which is deposited in another account by C’s father, designated on the bank’s 
records as custodian under a Uniform Gifts to Minors Act. C’s father also main- 
tains an individual account of $10,000. What is the insurance coverage? 

Answer: C’s individual account and the custodianship account held for him by 
his father are added together and insured to the $15,000 maximum (§ 330.2(c)). 
The individual account held by C’s father is separately insured (§ 330.2(a)). 
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EXAMPLE 6 


Question: G, a court appointed guardian, deposits in a properly designated ac- 
count $15,000 of funds in his custody which belong to W, his ward. W and G each 
maintain $5,000 individual accounts. What is the insurance coverage? 

Answer: W’s individual account and the guardianship account in G’s name are 
added together and insured in the aggregate to $15,000. The fact that a guardian 
has been judicially appointed does not alter the fact that the guardianship funds 
legally belong to W, the ward, and are insured as W’s individually owned funds 
(§ 330.2(c)). G’s individual account is separately insured (§ 330.2(a)). 


Testamentary accounts. The term “testamentary account” refers to a revocable 
trust account, tentative or “Totten” trust account, “payable-on-death” account or 
any similar account which evidences an intention that the funds shall pass on the 
death of the owner of the funds to a named beneficiary. If the beneficiary is a 
spouse, child, or grandchild of the owner, the funds in all such accounts are insured 
for the owner up to $15,000 in the aggregate as to each such beneficiary, separately 
from any other individual accounts of the owner of the funds. If the beneficiary of 
such an account is other than a spouse, child or grandchild of the owner, the funds 
in the account are, for insurance purposes, added to any other individual accounts 
of the owner and insured up to $15,000 in the aggregate. In the case of a revocable 
trust account, the person who holds the power of revocation is deemed to be the 
owner of the funds in the account. If a revocable trust account is held in the name 
of a fiduciary other than the owner of the funds, any other accounts held by the 
fiduciary are insured separately from such revocable trust account. 


EXAMPLE | 


Question: H deposits $25,000 in a revocable trust account with his son, S, and 
his daughter, D, as named beneficiaries. What is the insurance coverage? 

Answer: Since S and D are children of H, the owner of the account, the funds 
are insured up to $15,000 as to each beneficiary (§ 330.3(a)). Assuming that S 
and D have equal beneficial interests ($12,500 each), H is fully insured for this 
account. 


EXAMPLE 2 


Question: H, as settlor-trustee, creates a revocable trust for the benefit of his 
son, S. H creates a second revocable trust with T as trustee, for the benefit of his 
nephew, N. H deposits $15,000 of the funds of the first trust in a revocable trust 
account. T deposits $10,000 of the funds of the second trust in another account. 
In addition, H, S, N and T each maintain individual accounts containing $15,000. 
What is the insurance coverage? 

Answer: Since §S is a child of H, the account established under the first trust is 
insured up to $15,000 separately from any other accounts held by H (§ 330.3(a) ). 
Since N is not a spouse, child or grandchild of H, the $10,000 in the account held 
by T under the second trust is deemed to be owned by H and is added to the 
$15,000 in H’s individual account and insured up to $15,000 in the aggregate, 
leaving $10,000 uninsured (§ 330.3(b)). The individual accounts of $, N, and T 
are separately insured to the $15,000 maximum (§ 330.2(a)). 


EXAMPLE 3 


Question: H deposits $15,000 in each of four “payable-on-death” accounts. 
Under the terms of each account contract, H has the right to withdraw any or all 
of the funds in the account at any time. Any funds remaining in the account at the 
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time of H’s death are to be paid to a named beneficiary. The respective benefi- 
ciaries of the four accounts are H’s wife, his mother, his brother and his son. H also 
holds an individual account containing $15,000. What is the insurance coverage? 

Answer: The accounts payable on death to H’s wife and son are each separately 
insured to the $15,000 maximum (§ 330.3(a)). The accounts payable to H’s 
mother and brother are added to H’s individual account and insured to $15,000 in 
the aggregate, leaving $30,000 uninsured (§ 330.3(b)). 


Accounts of executors or administrators. All funds belonging to a decedent and 
deposited in one or more accounts, whether held in the name of the decedent or 
in the name of his executor or administrator, are added together and insured to the 
$15,000 maximum. Such funds are insured separately from the individual accounts 
of any of the beneficiaries of the estate or of the executor or administrator. 


EXAMPLE | 


Question: A, administrator of D’s estate, sells D’s automobile and deposits the 
proceeds of $2,500 in an account entitled: “A, Administrator of the estate of D.” 
In the same bank there is an account containing $15,000 which D had opened just 
prior to his death. What is the insurance coverage? 

Answer: The two accounts are added together and insured up to the $15,000 
maximum, leaving $2,500 uninsured (§ 330.4). 


EXAMPLE 2 


Question: X is executor of the will of T, under which A, B and C are benefi- 
ciaries in equal shares. X deposits $40,000 of T’s estate in an account entitled: 
“X, Executor of the will of T.”. A and X maintain accounts of $15,000 each in 
the same bank. What is the insurance coverage? 

Answer: The account held by X as executor is insured only to $15,000. Such 
funds are considered the property of the decedent’s estate and are not apportioned 
among the beneficiaries under the will. Since the title of the estate account discloses 
its fiduciary nature, X’s individual account is insured separately. In addition, A’s 
individual account is separately insured to the $15,000 maximum (§ 330.4). 


Accounts held by a corporation, partnership or unincorporated association. All 
funds deposited in an account or accounts by a corporation, a partnership or an 
unincorporated association engaged in any independent activity are added together 
and insured to the $15,000 maximum. The term “independent activity” means any 
activity other than one directed solely at increasing insurance coverage. If the cor- 
poration, partnership or unincorporated association is not engaged in an indepen- 
dent aciivity, any account held by the entity is insured as if owned by the persons 
owning or comprising the entity, and the imputed interest of each such person is 
added for insurance purposes to any individual account which he maintains. 


EXAMPLE | 


Question: X Corporation maintains a $15,000 account. The stock of the corpo- 
ration is owned by A, B, C and D in equal shares. Each of these stockholders also 
maintains an individual account with the same bank. What is the insurance 
coverage? 

Answer: Each of the accounts would be insured to $15,000 if the corporation 
is engaged in an independent activity and has not been established merely for the 
purpose of increasing insurance coverage. The same would be true if the business 
were operated as a bona fide partnership instead of a corporation (§ 330.5). 
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EXAMPLE 2 


Question: A and B each has a $12,000 account in his own name and X Corpo- 
ration has a $12,000 account. One-third of the stock of X Corporation is owned 
by A and two-thirds by B. X Corporation was set up solely to obtain additional 
insurance. What is the insurance coverage? 

Answer: Since X Corporation is not engaged in an independent activity, the 
funds in its account are insured as if owned by A and B in proportion to their 
interest in the corporation. For insurance purposes, $4,000 of the corporate ac- 
count is imputed to A and added to his individual account and $8,000 is added to 
B’s individual account. A has an aggregate individual interest of $16,000, of which 
$15,000 is insured, leaving $1,000 uninsured. Of B’s total interest of $20,000, 
$5,000 is uninsured (§ 330.5). 


EXAMPLE 3 


Question: C College maintains three separate accounts with the same bank under 
the titles: “General Operating Fund”, “Teachers Salaries”, and “Building Fund”. 
What is the insurance coverage? 

Answer: Since all of the funds are the property of the college, the three accounts 
are added together and insured only to the $15,000 maximum (§ 330.5 and 
§ 330.6). 


EXAMPLE 4 


Question: The men’s club of X Church carries on various social activities in 
addition to holding several fund raising campaigns for the church each year. The 


club is supported by membership dues. Both the club and X Church maintain 
accounts in the same bank. What is the insurance coverage? 

Answer: The men’s club is an unincorporated association engaged in an inde- 
pendent activity. If the club funds are, in fact, legally owned by the club itself and 
not the church, each account is separately insured to the $15,000 maximum 
(§ 330.6). 


EXAMPLE 5 


Question: The PQR Union has three locals in a certain city. Each of the locals 
maintains a deposit account containing funds belonging to the parent organization. 
All three accounts are in the same insured bank. What is the insurance coverage? 

Answer: The three accounts are added together and insured up to the $15,000 
maximum (§ 330.6). 


Public unit accounts. For insurance purposes, the official custodian of funds 
belonging to a public unit, rather than the public unit itself, is insured as the de- 
positor. All funds belonging to a public unit and deposited by the same custodian 
are added together and insured to the $15,000 maximum, regardless of the number 
of accounts involved. If there is more than one official custodian for the same 
public unit, the funds deposited by each custodian are separately insured up to 
$15,000. If the same person is custodian of funds for more than one public unit, 
he is separately insured to $15,000 with respect to the funds of each such unit 
deposited by him in properly designated accounts. 


EXAMPLE | 


Question: S, as County Treasurer, deposits $5,000 in each of the following ac- 
counts: “General Operating Account’, “Road and Bridge Fund”, “School Trans- 
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portation Fund”, “Local Maintenance Fund”, and “Payroll Fund”. What is the 
insurance coverage? 

Answer: Since all of these funds are owned by the same public unit (i.e., the 
county) and are deposited by the same public official, the five accounts are added 
together and insured in the aggregate to the $15,000 maximum, leaving $10,000 
uninsured (§ 330.8(a)). 


EXAMPLE 2 


Question: As Comptroller of Y Consolidated School District, A maintains a 
$20,000 account containing school district funds. He also maintains his own 
$10,000 savings account. What is the insurance coverage? 

Answer: The two accounts will be separately insured, assuming the bank’s 
records indicate that the account containing the school district funds is held by A 
in a fiduciary capacity. Thus, $15,000 of the school’s funds and the entire $10,000 
in A’s personal account will be insured (§ 330.1(b)(1) and § 330.8(a)). 


EXAMPLE 3 


Question: A, as City Treasurer, and B, as chief of the city police department, 
each have $15,000 in city funds deposited in custodial accounts. What is the insur- 
ance coverage? 

Answer: Assuming that both A and B have official custody of the city funds, 
each account would be separately insured to the $15,000 maximum (§ 330.8(a)). 


EXAMPLE 4 


Question: A is Treasurer of X County and collects certain tax assessments, a 
portion of which must be paid to the State under statutory requirement. A main- 
tains an account for general funds of the county and establishes a separate account 
for the funds which belong to the State Treasurer. The bank’s records indicate 
that the separate account contains funds held for the State. What is the insurance 
coverage? 

Answer: Since two public units own the funds held by A, the accounts would 
each be separately insured to the $15,000 maximum (§ 330.8(a) ). 


EXAMPLE 5 


Question: A City Treasurer deposits $15,000 of city funds in each of the follow- 
ing accounts: “General Operating Account,” “School Transportation Fund,” 
“Local Maintenance Fund,” and “Payroll Fund.” All of the funds in the various 
accounts have been allocated to the specific use indicated by city ordinance or by 
statute. What is the insurance coverage? 

Answer: All of the accounts would be added together and insured in the aggre- 
gate to $15,000. The allocation of the city’s funds by ordinance or by statute for 
a specific purpose would not cause such funds to be maintained in separate rights 
and capacities. 


EXAMPLE 6 


Question: A City Treasurer deposits $15,000 in a “General Fund” account and 
$20,000 in a “Meter Deposit” account. The funds in the Meter Deposit account 
belong to users of gas and are held by the official custodian in a fiduciary capacity 
as security for damage to gas meters. What is the insurance coverage? 

Answer: Each account would be separately insured. However, if the City Trea- 
surer held such funds as agent for the users of gas, their interest in the Meter De- 
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posit account would be added to their individual accounts in computing insurance 
coverage. On the other hand, if the meter deposits are actually held in trust, pur- 
suant to statute or contract, such funds would be separately insured from any 
individually owned funds of the gas users. 


EXAMPLE 7 


Question: In addition to the public fund accounts listed in Example 1, the 
County Treasurer also maintains a “Bond Payment Account” containing funds re- 
quired by law to be paid to 2,000 holders of bonds issued by the county. The 
account contains $200,000. What is the insurance coverage? 

Answer: The interest of each bondholder is separately insured to the $15,000 
maximum. Where a public official deposits funds in an account which are required 
by law to be held for the payment of a particular bond issue, the account is deemed 
to be held in trust for the individual bondholders. The title of such an account, 
however, must indicate its fiduciary nature (§ 330.8(b)). 


Joint accounts. Accounts held under any form of joint ownership valid under 
State law (whether as joint tenants with right of survivorship, tenants by the en- 
tireties, tenants in common or by husband and wife as community property) are 
insured up to $15,000. This insurance is separate from that afforded individual 
accounts held by any of the co-owners. 

An account is insured as a joint account only if each of the co-owners has per- 
sonally executed an account signature card and possesses withdrawal rights. An 
account owned jointly which does not qualify as a joint account for insurance pur- 
poses is insured as if owned by the named persons as individuals. In that case, the 
actual ownership interest in the account of each person is added to any other ac- 
counts individually owned by such person and insured up to $15,000 in the 
aggregate. 

Any individual, including a minor, may be a co-owner of a joint account pro- 
vided, under State law, he may execute a signature card and withdraw funds from 
the account on the same basis as other co-owners. 

All funds deposited in joint accounts owned by the same combination of indi- 
viduals are first added together and insured to the $15,000 maximum. Where a 
depositor has an interest in more than one joint account and different joint owners 
are involved, his interests in all of such joint accounts are then added together and 
insured to $15,000 in the aggregate. 

For insurance purposes, the co-owners of any joint account are deemed to have 
equal interests in the account, except in the case of a tenancy in common. With 
a tenancy in common, equal interests are presumed unless otherwise stated on the 
records of the bank. 


EXAMPLE 1 


Question: A and B maintain an account as joint tenants with right of survivor- 
ship and, in addition, each holds an individual account. Is each account separately 
insured? 

Answer: If both A and B have executed the signature card and possess with- 
drawal rights with respect to the joint funds, each account is separately insured to 
the $15,000 maximum (§ 330.9 (a) and (b)). 


EXAMPLE 2 


Question: H and W, husband and wife, reside in a community property state. 
Each holds an individual account and, in addition they hold a qualifying joint ac- 
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count. The funds in all three accounts consist of community property. Is each 
account separately insured? 

Answer: Yes. An account in the individual name of a spouse will be insured 
up to $15,000, whether the funds consist of community property or separate prop- 
erty of the spouse. A joint account containing community property is also insured 
up to $15,000. Thus, community property can be used for individual accounts in 
the name of each spouse and for a joint account in the name of both spouses, each of 
which accounts is separately insured up to $15,000 (§ 330.2(a) and § 330.9(a)). 


EXAMPLE 3 


Question: Two accounts of $15,000 each are held by a husband and his wife 
under the following names: John Doe and Mary Doe, husband and wife, joint 
tenants, with right of survivorship. Mrs. John Doe and John Q. Doe (community 
property). Are the accounts separately insured? 

Answer: No. Both accounts are considered joint accounts owned by the same 
combination of individuals, regardless of the form of joint ownership. Reversal of 
names or use of different styles does not change the result, as long as the account 
owners are, in fact, the same in both cases. For insurance purposes, the accounts 
are added together for a total of $30,000, of which $15,000 is insured (§ 330.9(d) ). 


EXAMPLE 4 


Question: The following accounts are held by A, B, and C, each of whom has 
personally executed signature cards for the accounts in which he has an interest. 
Each co-owner of a joint account possesses the necessary withdrawal rights. 


No. A, as an individual—$15,000. 

No. B, as an individual—$15,000. 

No. 3. C, as an individual—$15,000. 

No. A and B, as joint tenants with right of survivorship—$15,000. 
No. 5 A and C, as joint tenants with right of survivorship—$15,000. 
No. B and C, as joint tenants with right of survivorship—$15,000. 
No. A, B, and C, as joint tenants with right of survivorship—$ 15,000. 


What is the insurance coverage? 

Answer: Accounts numbered 1, 2, and 3 are each separately insured for 
$15,000 as individual accounts held by A, B, and C, respectively (§ 330.2(a)). 
With regard to accounts numbered 4, 5, 6, and 7, the respective interests of A, B, 
and C in such accounts are added together for insurance purposes (§ 330.9(e)). 
The interests of the co-owners of each joint account are deemed equal for insurance 
purposes (§ 330.1(b)(4)). Thus, A has an interest of $7,500 in account No. 4, 
$7,500 in account No. 5, and $5,000 in account No. 7, for a total joint account 
interest of $20,000, of which $15,000 is insured. The interests of B and C are 
similarly insured. 


EXAMPLE 5 


Question: A, B, and C hold accounts as set forth in Example 4. A and B are 
husband and wife. C, their minor child has failed to execute the signature card for 
account No. 7. In account No. 5, C cannot make a withdrawal without A’s written 
consent. In account No. 6, the signatures of both B and C are required for with- 
drawal. A has provided all of the funds for accounts numbered 5 and 7. What is 
the insurance coverage? 

Answer: If any of the co-owners of a joint account have failed to meet any of 
the joint account requirements, the account is not insured as a joint account. In- 
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stead, the account is insured as if it consisted of commingled individual accounts 
of each of the co-owners in accordance with his actual owership of the funds, as 
determined under applicable State law (§ 330.9(c)). Account No. 5 is not insured 
as a joint account because C does not possess the right to withdraw the funds in 
accordance with his purported interest in the account. Account No. 6 does qualify 
as a joint account for insurance purposes, since each co-owner possesses the right 
to withdraw funds on the same basis (§ 330.9(b)). Account No. 7 is not insured 
as a joint account since C did not personally execute the signature card. Assuming 
that, under applicable State 'aw, A has the entire actual ownership interest in ac- 
counts 5 and 7, all of the funds in these accounts are treated for insurance pur- 
poses as individually owned by A (§ 330.9(c)). Thus, the $30,000 in these 
accounts is added to the $15,000 in account No. 1, A’s individual account, and 
insured up to $15,000 in the aggregate, leaving $30,000 uninsured. Accounts 4 
and 6, the remaining joint accounts, are each insured to the $15,000 limit, since 
they are owned by different combinations of individuals and no co-owner has an 
aggregate interest in the two accounts in excess of $15,000 (§ 330.9 (d) and (e)). 


EXAMPLE 6 


Question: Three qualifying joint accounts are owned by A, B and C, as joint 
tenants with right of survivorship, as follows: 


No. 1 A and B—$15,000. 
No. 2. A and B—$5,000. 
No. 3 A and C—$10,000. 


What is the insurance coverage? 

Answer: Since accounts numbered | and 2 are owned by the same combination 
of individuals, they are first added together and insured to $15,000 in the aggregate, 
leaving $5,000 uninsured (§ 330.9(d)). Since the respective interests of the co- 
owners of each joint account are deemed equal for insurance purposes, A has an 
interest of $7,500 in account No. 1, $2,500 in account No. 2, and $5,000 in ac- 
count No. 3, for a total joint account interest of $15,000. A’s interest of $10,000 
in accounts numbered | and 2 receives a $7,500 proportionate share of the $15,000 
insurance coverage on the two accounts, as does B’s interest, leaving $2,500 un- 
insured in each case. A is entitled to $15,000 of insurance on the total of his inter- 
ests in joint accounts owned by different combinations of individuals ($330.9(e) ). 
$7,500 of this $15,000 is allocated to A’s interest in accounts numbered 1 and 2, 
leaving $7,500 of insurance available for his $5,000 interest in account No. 3, 
which is fully insured. C’s $5,000 interest in account No. 3 is also fully insured. 
Thus, $12,500 of A’s total interest of $15,000 is insured; $7,500 of B’s $10,000 
interest is insured; and all of C’s $5,000 interest is insured. Of the $30,000 in- 
vested in the three joint accounts, a total of $25,000 is insured. 


EXAMPLE 7 


Question: A and B own a $15,000 joint account evidenced by a negotiable cer- 
tificate of deposit. Subsequent to purchase and prior to the closing of the bank, the 
certificate is negotiated to C and D. C also maintains a $15,000 individual account 
in the issuing bank. What is the insurance coverage? 

Answer: The joint account owned by C and D and C’s individual account are 
separately insured. Since the certificate evidencing the joint account was negotiated 
prior to the closing of the bank, signature cards as to each subsequent joint owner 
are not required (§ 330.9(b)). 
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Trust accounts. A trust interest is the interest of a beneficiary in an irrevocable 
express trust, whether created by trust instrument or statute, that is valid under 
State law. Thus, funds deposited in an account by a trustee under an irrevocable 
express trust are insured on the basis of the beneficial interests under such trust. 
The interest of each beneficiary in an account (or accounts) established under such 
a trust arrangement is insured up to $15,000, separately from other accounts held 
by the trustee, the settlor (grantor) or the beneficiary. However, in cases where 
a beneficiary has an interest in more than one trust arrangement created by the 
same settlor, the interests of the beneficiary in all accounts established under such 
trusts are added together for insurance purposes, and the beneficiary’s aggregate 
interest derived from the same settlor is separately insured to the $15,000 maximum. 

A beneficiary’s interest in an account established pursuant to an irrevocable 
express trust arrangement is insured separately from other beneficial interests (trust 
interests) deposited in the same account if the value of the beneficiary’s interest 
(trust interest) can be determined without evaluation of contingencies except for 
those covered by the present worth tables and rules of calculation for their use set 
forth in Sec. 20.2031-7 of the Federal Estate Tax Regulations (26 CFR 
20.2031-7). If any trust interests in such an account cannot be so determined, 
the insurance with respect to all such trust interests together shall not exceed the 
basic insured amount of $15,000. 

In order for insurance coverage of trust accounts to be effective in accordance 
with the foregoing rules, certain record-keeping requirements must be met. In con- 
nection with each trust account, the bank’s records must indicate the name of both 
the settlor and the trustee of the trust and must contain an account signature card 
indicating the fiduciary capacity of the trustee and executed by him. In addition, 
the interests of the beneficiaries under the trust must be ascertainable from the 
records of either the bank or the trustee. 

Although each ascertainable trust interest in an irrevocable trust is separately 
insured, it should be noted that in short-term trusts the insurable interest or interests 
may be very small, since the interests are computed only for the duration of the 
trust. Thus, if a trust is made irrevocable for a specified period of time, the bene- 
ficial interests will be calculated in terms of the length of time stated. A rever- 
sionary interest retained by the settlor is treated in the same manner as an individual 
account of the settlor. 

As stated, the trust must be valid under local law. A trust which does not meet 
local requirements, such as one imposing no duties on the trustee or conveying no 
interests to the beneficiary, is of no effect for insurance purposes. An account in 
which such funds are deposited is considered to be an individual account. 

An account established pursuant to a revocable trust arrangement is insured as 
a form of individual account and is treated under § 330.3, dealing with Testamen- 
tary Accounts. 


EXAMPLE 1 


Question: T is a trustee of an irrevocable trust created by S, settlor, for the 
benefit of A and B in equal shares. T holds an account containing $30,000 in trust 
funds. A and B, as well as T and S, each maintain individual accounts in the 
amount of $15,000 each. What is the insurance coverage? 

Answer: The trust interests of A and B deposited in the account are each in- 
sured to the $15,000 maximum, assuming that neither A nor B have beneficial 
interests in any other accounts established pursuant to an irrevocable trust created 
by the same settlor. Since A and B have equal beneficial interests under the trust, 
each has a proportionate interest in the trust account of $15,000, and the account 
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is fully insured. The individual accounts of A, B, T, and S are each separately 
insured to $15,000 (§ 330.10). 


EXAMPLE 2 


Question: S is the settlor of an irrevocable trust for the sole benefit of his son, 
B. T, the trustee, maintains an account in Y Bank containing $15,000 in trust 
funds. S subsequently creates a separate irrevocable trust, also for B’s sole benefit, 
with X Bank as trustee. X Bank deposits $5,000 of the trust funds in another 
account in Y Bank. What is the insurance coverage? 

Answer: B has the sole beneficial interest in two accounts established under 
trusts created by the same settlor. Both accounts are added together and insured 
up to $15,000 in the aggregate, leaving $5,000 uninsured. The fact that two dif- 
ferent trustees are involved is immaterial (§ 330.10). 


EXAMPLE 3 


Question: S is the settlor of an irrevocable trust fund for the sole benefit of his 
son B. T, trustee, deposits $15,000 of the trust funds in a trust account. S estab- 
lishes a revocable trust account in the amount of $15,000 for the sole benefit of B. 
S also has an individual account of $15,000. What is the insurance coverage? 

Answer: B’s trust estate in the account established pursuant to the irrevocable 
trust arrangement is insured to $15,000 separately from the accounts owned by S 
(§ 330.10). The revocable trust account is insured to $15,000 as a testamentary 
account owned by S with his child as beneficiary, separately from S’s individual 
account (§ 330.3(a)). The three accounts are fully insured. 


EXAMPLE 4 


Question: An account in the amount of $25,000 is held pursuant to an irrevo- 
cable trust for the benefit of A and B. Under the terms of the trust instrument, 
A is to receive the income for life and B is to receive the remainder at A’s death. 
At the time of insolvency, A is 70 years of age. What is the insurance coverage? 

Answer: The proportionate value of A’s life estate can be determined by the use 
of the present worth tables found at 26 CFR § 20.2031—7. To ascertain A’s bene- 
ficial interest in the account, the appropriate multiplier (0.27370) indicated by 
Table I is multiplied by the amount in the account. A’s interest is found to be 
$6,842.50. The difference of $18,157.50 represents B’s beneficial interest in the 
account. The trustee is entitled to an insurance payment of $21,842.50, represent- 
ing A’s complete interest ($6,842.50) and $15,000 of B’s interest (§ 330.10 and 
§ 330.1(c)(1)). 


EXAMPLE 5 


Question: The situation is the same as in Example 4, except tnat A is to receive 
the income for life or until she marries, with remainder over to B. What is the 
insurance coverage? 

Answer: Both interests in the trust are subject to a contingency (A’s marriage) 
which precludes their evaluation by the use of the present worth tables. The insur- 
ance coverage with respect to all trust interests in the account is limited to the 
$15,000 maximum (§ 330.1(c)(2)). The trustee is entitled to an insurance pay- 
ment of $15,000. 


EXAMPLE 6 


Question: S establishes an irrevocable trust fund of $75,000 for the equal benefit 
of A, B, C, D, and E. The trustee deposits the entire amount in a properly desig- 
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nated trust account. The trust provides that each beneficiary is to receive income 
in equal shares until the age of 35, at which time the principal is to vest in equal 
shares, except that if either D or E does not complete college by age 35, his share 
of the principal is to go to X Church. What is the insurance coverage? 

Answer: The proportionate (one-fifth) interests in the account of A, B, and C 
are each insured up to $15,000 as separate trust estates. The interests of D, E, 
and X Church are subject to contingencies (completion of college) which cannot 
be evaluated by use of the present worth tables. Therefore, the insurance coverage 
on their interests is limited to $15,000 in the aggregate, resulting in a total insur- 
ance coverage of $60,000 for the trust account (§ 330.1(c)(1) and (2)). 


EXAMPLE 7 


Question: G is settlor of a short-term irrevocable trust for the benefit of H Uni- 
versity. Under the terms of the trust instrument the university is to receive all of 
the income (payable annually) for 2 years. At the end of the 2-year period, the 
trust is to terminate, and the corpus is to revert to G. The trustee deposits $20,000 
in a trust account. At the date of insolvency 1 year of the 2-year term of the trust 
has expired. What is the insurance coverage? 

Answer: Although this arrangement constitutes an express irrevocable trust, G’s 
reversionary interest is treated, for insurance purposes, as an individual account 
owned by him (§ 330.1(a)). To ascertain the value of H University’s remaining 
l-year income interest in the trust account, the appropriate multiplier (0.03382) 
indicated by Table II of the present worth tables is multiplied by the account bal- 
ance. H University’s trust estate in the account is $676.40. G’s reversionary in- 
terest is worth $19,323.60. Assuming that G has no individual interest in any 
other account the trustee is entitled to an insurance payment of $15,676.40, repre- 
senting H University’s entire trust estate in the account ($676.40) and $15,000 of 
G’s reversionary interest (§ 330.1(c)(1) and § 330.10). 


EXAMPLE 8 


Question: H and W create an irrevocable trust for the benefit of their children, 
S and D, in equal shares. The trust contains $100,000, of which $20,000 was con- 
tributed by W. As joint trustees, H and W deposit $40,000 of these funds in a 
trust account. What is the insurance coverage? 

Answer: The trust interests of S and D are deemed to be derived from H and 
W in proportion to the contribution of each to the trust. W has contributed 20 
percent of the funds and H has contributed 80 percent. S and D have equal bene- 
ficial interests in the trust account. Of S’s beneficial interest of $20,000, $4,000 
(20 percent) is deemed to be derived from W and $16,000 (80 percent) is deemed 
to be derived from H. D’s beneficial interest is similarly derived. The trust interest 
of each beneficiary derived from each settlor is separately insured to the $15,000 
maximum. The $4,000 interest derived from W is fully insured, and $15,000 of 
the interest derived from H is insured, leaving $1,000 uninsured in the case of each 
beneficiary. The account is insured to a total of $38,000 (§ 330.1(c)(3)). 


EXAMPLE 9 


Question: X Corporation acts as servicing agent for FHA, VA and conventional 
mortgage loans. Each month X Corporation collects payments from approximately 
2,000 mortgagors and commingles these funds in a single account. The account 
contains $200,000. What is the insurance coverage? 
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Answer: The amount of insurance coverage depends upon the terms of the con- 
tract or instrument under which X Corporation collects the funds. If it acts in the 
capacity of a trustee for the benefit of the mortgagors, the interest of each mort- 
gagor is separately insured to the $15,000 maximum. If it acts in the capacity of 
a trustee for the lenders, the interest of each lender is separately insured to the 
$15,000 maximum. In either case, this insurance is separate from that afforded 
the individually owned funds of X Corporation invested in the institution or the 
individual accounts of any of the mortgagors or lenders (§ 330.10). If X Corpo- 
ration is found to act in the capacity of an agent for either the mortgagors or the 
lenders, the interest of each such principal is separately insured as his individual 
account (but added to any other individual accounts which the principal holds in 
the same institution) (§ 330.2(b)). If X Corporation is found to hold the funds 
as owner, or principal, with only a contractual obligation to pay to its creditors, 
and not as trustee or agent, the account would be insured only to the $15,000 limit 
(§ 330.5). 


EXAMPLE 10 


Question: What is the insurance coverage on other fiduciary accounts, such as 
clients’ funds invested in the name of a lawyer, rent security funds invested in the 
name of the landlord, escrow funds invested in the name of a real estate broker, 
litigants’ funds invested in the name of a representative of a court, consignors’ funds 
invested in the name of a market servicing agent, and similar funds invested in 
other custodial accounts? 

Answer: Such funds are insured in the same manner as indicated in Example 
9. If the funds are held in irrevocable trust pursuant to statute or trust instrument, 
they are insured as trust funds. If held on an agent-principal basis they are insured 
as the individually owned property of the various principals (§ 330.2(b) and 
§ 330.10). 


EXAMPLE 11 


Question: C, a cemetery, maintains an account consisting of its general funds 
in the amount of $15,000. It also maintains a properly designated trust account con- 
taining perpetual care funds held in trust pursuant to statute or trust instrument for 
the benefit of the various cemetery lots in the amount of $50,000. No single per- 
petual care fund in the trust account exceeds $15,000. What is the insurance 
coverage? 

Answer: The general funds account is insured up to $15,000 (§ 330.5 and 6). 
Since each separate trust interest in the trust account is separately insured, the 
trust account is fully insured to $50,000 (§ 330.1(c)(4) and § 330.10). 


EXAMPLE 12 


Question: G creates a charitable trust under which the principal and income 
are to be used for the furtherance of legal education, in the discretion of the 
trustee. The trustee deposits $25,000 of the trust funds in a properly designated 
account. What is the insurance coverage? 

Answer: Since the beneficiaries under the trust are indefinite and cannot be 
ascertained, there can be insurance only to the basic insured amount (§ 330.1- 
(c)(2)). Thus, the amount is insured only to $15,000, leaving $10,000 unin- 
sured (§ 330.10). 
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[{ 65] Insurance of trust funds 
(12 C.F.R. Part 331) 


[{ 65.1] § 331.1 Claim by fiduciary bank for insured deposits of trust estates. 


In the event of the closing of an insured bank for inability to meet the demands 
of its depositors, the claim for insured deposits made by a fiduciary bank or trust 
company which, in the exercise of its trust powers, had deposited trust funds therein 
will be determined as follows: 

(a) Allocated funds of a trust estate. If trust funds of a particular trust estate 
are allocated by the fiduciary and deposited, the deposit with respect to such estate 
will be determined by ascertaining the amount of its funds allocated, deposited and 
remaining to the credit of the claimant as fiduciary in the closed insured bank. 

(b) Interest of a trust estate in unallocated trust funds. If trust funds of a par- 
ticular trust estate be mingled‘ with trust funds of other trust estates and deposited 
by the fiduciary bank or trust company in one or more insured banks to the credit 
of the depositing bank or trust company as fiduciary, without allocation of specific 
amounts from the particular trust estate to an account in such bank or banks, the 
deposit with respect to such estate in any closed insured bank will be the amount 
which will bear the same ratio to all unallocated funds of the estate for which the 
fiduciary is accountable as the entire unallocated trust funds to the credit of the 
fiduciary bank or trust company in the closed insured bank will bear to the entire 
amount of such funds so deposited by the fiduciary in all depositories.” 

(c) Claims for funds of corporate trust determined on basis of allocation. The 
rule stated in paragraph (b) of this section will not be applied to funds of a bank 
or trust company held as fiduciary under a type of trust created to facilitate the 
issuance, distribution, or servicing of corporate bonds, debentures, or stock issues, 
commonly known as corporate trusts. The claim of the fiduciary bank with respect 
to deposits of such funds will be determined according to allocations of the funds 
of particular estates to particular deposit accounts. 

(d) Insured deposit of a trust estate. In arriving at the total insured deposit of 
a fiduciary bank or trust company with respect to any trust estate, the deposit of 
such estate as determined in accordance with any paragraph of this section shall 
be combined with that determined under any other paragraph of this section and 
the insured deposit shall be the total less any amount thereof in excess of $40,000. 


(Sec. 9, 64 Stat. 881; 12 U.S.C. 1819) [15 F.R. 8644, Dec. 6, 1950, as amended 
at 32 F.R. 10561, July 19, 1967; 35 F.R. 460, Jan. 14, 1970; 39 F.R. 41359, 
Nov. 27, 1974] 


1 This section is not to be construed as an express or implied approval of such com- 
mingling of trust funds as may be involved in the maintaining of general trust accounts. 

2 In determining claims under this paragraph, unallocated trust funds in the fiduciary 
bank will be included in the totals of such funds. 


[{ 66] Powers inconsistent with purposes of federal deposit in- 


surance law 
(12 C.F.R. Part 332) 


Sec. 
332.1 Inconsistent powers. 
332.2 Exercise prohibited. 
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AuTHorRITY: The provisions of this Part 332 issued under secs. 6, 9, 64 Stat. 
876, 881; 12 U.S.C. 1816, 1819. 


Source: The provisions of this Part 332 appear at 15 F.R. 8644, Dec. 6, 1950, 
unless otherwise noted. 


[{ 66.1] § 332.1 Inconsistent powers. 


A State nonmember insured bank (except a District bank) which does not have 
any of the powers hereinafter enumerated, or which, although it has any such 
power, does not exercise the same, shall not hereafter exercise, take, or assume the 
power: (a) To do a surety business; (b) to insure the fidelity of others; (c) to en- 
gage in insuring, guaranteeing or certifying titles to real estate; or (d) to guarantee 
or become surety upon the obligations of others.1 


[Section 332.1 amended at 39 Fed. Reg. 29178, August 14, 1974, effective Sep- 
tember 15, 1974] 


[{ 66.2] § 332.2 Exercise prohibited. 


After the effective date of this part, any State nonmember bank (except a 
District bank) becoming an insured bank shall not thereafter exercise any of the 
powers enumerated in § 332.1. 


1 The limitations prescribed in § 332.1(d) do not include acceptances, endorsements, 
or letters of credit made or issued in the usual course of the banking business. 


[{ 67] Extension of corporate powers 


(12 C.F.R. Part 333) 


Sec. REGULATIONS 


333.1 Classification of general character of business. 
333.2 Change in general character of business. 


INTERPRETATIONS 


333.101 Prior consent not required. 


AUTHORITY: The provisions of this Part 333 issued under secs. 6, 9, 64 Stat. 
876, 881; 12 U.S.C. §§ 1816, 1819. 


Source: The provisions of this Part 333 appear at 15 F.R. 8644, Dec. 6, 
1950, unless otherwise noted. 


REGULATIONS 


[{ 67.1] § 333.1 Classification of general character of business. 


State nonmember insured banks are divided into five categories for the purpose 
of classifying their general character or type of business,? viz: commercial banks, 
banks and trust companies, savings banks (including mutual and stock), indus- 
trial banks, and cash depositories. 


[{ 67.2] § 333.2 Change in general character of business. 


No State nonmember insured bank (except a District bank) or branch thereof 
shall hereafter cause or permit any change to be made in the general character 


* A bank’s business may include two or more of the general classifications. 
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or type of business exercised by it after the effective date of this part without the 
prior written consent of the Corporation. 


INTERPRETATIONS 
[§ 67.101] § 333.101 Prior consent not required. 


The extension by any State nonmember insured bank of its business to include 
personal, character or installment loans, or the extension by an industrial bank 
of its business to include the business of a commercial bank, is not a change in 
the general character or type of business requiring the prior written consent of 
the Corporation. 


[15 F.R. 8644, Dec. 6, 1950, as amended at 19 F.R. 1667, Mar. 27, 1974] 


[{{ 68] Bank service arrangements 
(12 C.F.R. Part 334) 


Sec. 

334.1 Authority and scope. 

334.2 Form of assurances. 

334.3 Time for furnishing assurances. 
334.4 Special situations. 


AUTHORITY: The provisions of this Part 334 issued under sec. 9, 64 Stat. 881, 
76 Stat. 1133; 12 U.S.C. 1819, 1865. 


Source: The provisions of this Part 334 appear at 28 F.R. 3201, Apr. 3, 
1963, unless otherwise noted. 


[{ 68.1] § 334.1 Authority and scope. 


This part implements the provisions of section 5 of the Bank Service Corpora- 
tion Act, Public Law 87-856, approved October 23, 1962 (76 Stat. 1132), in the 
application thereof to arrangements for the performance of bank services for in- 
sured State nonmember banks. Under this section of the Act, no insured State 
nonmember bank may cause to be performed, by contract or otherwise, any bank 
services for itself, whether on or off its premises, unless assurances satisfactory to 
the Board of Directors of the Federal Deposit Insurance Corporation are furnished 
to the Board of Directors by both the bank and the party performing such services 
that the performance thereof will be subject to regulation and examination by the 
Board of Directors to the same extent as if such services were being performed by 
the bank itself on its own premises. Such assurances are required by the Act 
whether the bank services are performed by bank service corporations in which 
the Act authorizes banks to invest, or by others. Under section 1(b) of the Act, 
the term “bank services” means services such as check and deposit sorting and 
posting, computation and posting of interest and other credits and charges, prepa- 
ration and mailing of checks, statements, notices, and similar items, or other 
clerical, bookkeeping, accounting, statistical, or similar functions performed for a 
bank. 


[§ 68.2] § 334.2 Form of assurances. 


Unless additional or different assurances are considered necessary by the Board 
of Directors in specific cases, the assurances referred to in § 334.1 may be sub- 
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mitted in the form of a letter (or separate letters) signed by a duly authorized 
officer of the insured State nonmember bank and by the party (or a duly autho- 
rized officer or representative of such party) that will perform the services for the 
bank, stating, in substance, that the bank and the party performing such services 
have entered into an agreement that the performance of the services will be subject 
to regulation and examination by the Board of Directors to the same extent as if 
such services were being performed by the bank itself on its own premises. All 
such letters of assurances shall be addressed to the Regional Director of the Fed- 
eral Deposit Insurance Corporation Region in which the insured State nonmember 
bank has its main office. 


(28 F.R. 3201, April 3, 1963, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 68.3] § 334.3 Time for furnishing assurances. 


As to any arrangement for the performance of bank services entered into or 
renewed after the effective date of this part, assurances complying with § 334.2 
shall be furnished prior to the performance of any services for the bank under the 
bank service arrangement. With respect to any bank service arrangement entered 
into prior to the effective date of this part, such assurances shall be furnished 
within 30 days after the effective date of this part, unless a letter of assurance 
covering such bank service arrangement has been furnished previously pursuant to 
the Board of Directors’ “Statement for State Nonmember insured Banks on the 
‘Bank Service Corporation Act’ ” issued October 24, 1962. 


[{ 68.4] § 334.4 Special situations. 


It is the policy of the Corporation that assurances complying with § 334.2 need 
not be furnished in connection with arrangements for bank services which are 
immediately necessary because of emergency conditions or situations, or are re- 
quired for short periods of time due to unusually heavy work demands, if the 
insured State nonmember bank promptly advises the Regional Director of the 
Federal Deposit Insurance Corporation Region in which it has its main office of 
the circumstances involved and of the length of time during which any of the 
bank’s books or records or any banking media will be removed from the bank’s 
premises and of the location thereof, and unless the bank is advised by the Re- 
gional Director that such assurances must be furnished. Unless specifically re- 
quested by the Board of Directors, assurances complying with § 334.2 need not 
be furnished in connection with any arrangement by an insured State nonmember 
bank for the performance of legal, advisory, and administrative services, such as 
transportation or guard services. 


(28 F.R. 3201, April 3, 1963, as amended at 32 F.R. 9638, July 4, 1967; 36 F.R. 
1248, Jan. 27, 1971] 


[{ 69] Securities of insured state nonmember banks 
(12 C.F.R. Part 335) 


On February 24, 1975, the Board of Directors of the Federal Deposit Insurance 
Corporation adopted a proposed revision of Part 335 of its regulations (12 C.F.R. 
335) to effectually render the rules and regulations contained in Part 335 of 
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FDIC Rules and Regulations substantially similar to the rules and regulations 
issued by the Securities and Exchange Commission under the relevant sections 
of the Securities Exchange Act of 1934. The proposed revision was published as 
a notice of proposed rulemaking in the FEDERAL REGISTER on March 5, 1975 (40 
FR 10375-432). Interested persons were given until May 27, 1975, to submit 
written data, views, or arguments on the proposed amendment. 

A. As a result of a complete review of the proposed revision and of the 14 com- 
ment letters received, errors have been corrected, language has been clarified, and 
some modifications, mostly of a technical nature, have been made. The revision 
as adopted differs only slightly from the revision as proposed. Modifications made 
include the following; references are to new section numbers: 

(1) The language of the definition of “beneficial ownership” and “beneficially 
owned” at § 335.2(e) has been clarified as to the manner in which indirect security 
holdings are to be reported. 

(2) The § 335.5(c) instructions on the annual report to shareholders are ex- 
panded to specify a minimum type size and to clarify the Corporation’s ability 
to waive the requirement for the earlier year of the two-year comparative financial 
statements ordinarily required. 

(3) The §§ 335.6, 335.61 and 335.62 instructions for filing Forms F-7 and 
F-8, beneficial ownership of securities reports, now specify that the reports should 
be filed in duplicate rather than in single copies. 

(4) Section 335.7(d) (3) (iii), relating to certification of financial statements of 
persons other than the bank, has been added to clarify the intent of the rules. 

(5) Financial footnote requirements relating to reacquired evidences of in- 
debtedness, reacquired shares, commitments, pension and retirement plans, de- 
preciation, warrants or rights outstanding, investor’s equity in a person, and inter- 
company transactions have been added or revised at § 335.7(e)(10), (e)(11), 
(e)(13), (€) (14) (iv), (€) (15) (iii), (€) (15) (v), (£)(7) and (f) (12). 

(6) Section 335.7(e) (15) (vii), which specifies the financial footnote disclosure 
of capitalization of construction interest, is expanded to restrict such capitaliza- 
tion. This provision was inadvertently omitted from the proposal and is neces- 
sary to conform the rule to that of the Securities and Exchange Commission. 

(7) The requirement for an annual financial statement note disclosing quar- 
terly financial data is deleted and the Section 335.44 quarterly report requirement 
of comparative balance sheets and statements of changes in financial position is 
deleted pending consideration of the Securities and Exchange Commission’s defini- 
tive rule in this matter. 

(8) Section 335.7(i)(2) has been corrected to classify the unconsolidated sub- 
sidiary schedule as an income statement schedule rather than as a balance sheet 
schedule. 

(9) Sections 335.7(i)(2) and 335.71E provide a schedule for supplementary 
income statement information. 

(10) Section 335.7(i)(3) permits the presentation of schedule data in foot- 
notes. 

(11) Section 335.7(i)(5) provides that schedules must be examined by ac- 
countants if the financial statements are so examined. 

(12) Section 335.41, Item 2(e), is expanded to specify a percentage guide- 
line for management’s analysis of certain changes in the summary of earnings. 

(13) Section 335.41, Item 3, and § 335.42, Item 3, are revised so that the 
requirements for describing properties are tailored to the types of properties com- 
monly owned by banks. 

(14) Section 335.41, Item 10; § 335.42, Item 5; and § 335.43, Item 3, relating 
to disclosure of legal proceedings, have been expanded to specify that proceedings 
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under Section 8 of the Federal Deposit Insurance Act be described. A requirement 
to discuss the extent of insurance coverage, if appropriate to the type of proceed- 
ing, has been added. 

(15) Section 335.41, Item 18, and § 335.42, Item 10, are added to provide 
for the disclosure of applicability of State laws to banks. 

(16) Section 335.51 has been expanded to require compliance with proxy state- 
ment Item 8, relating to independent public accountants, for special meetings which 
act on the selection of an auditor. 

(17) The caption “Reserves on Securities” is deleted from the balance sheet 
format at § 335.71A and the prescribed schedule is deleted from § 335.71E. 

(18) The Section 335.71A requirement to disclose the breakdown of the loan 
loss reserve as to valuation, deferred tax, and contingency portions, and the § 335.- 
71E, Schedule VII, break out of deferred taxes on the allowance for loan loss 
schedule, are deleted. These will be reconsidered when the financial statement 
formats for all banks are revised by the Corporation in the near future. 

(19) The instructions to Schedule IX at § 335.71E, specifying guidelines for 
disclosure of loans to insiders, have been revised to conform the rule to that of the 
Securities and Exchange Commission. 

B. In the Corporation’s notice of proposed rulemaking published in the FEp- 
ERAL REGISTER On March 5, the Corporation solicited public comment as to 
whether mandatory certification of financial statements should be adopted for all 
registered insured State-chartered nonmember banks. Mandatory certification was 
rejected for the reasons set forth below: 

Of the 323 banks currently registered, 47 percent are presently filing certified 
financial statements. The Corporation has the authority, under § 335.2(ii), after 
giving 90 days’ advance notice, to require any bank to file certified financial state- 
ments. 

Insured State-chartered nonmember banks are subject to extensive supervision 
by the Federal Deposit Insurance Corporation. The Corporation’s highly trained 
and experienced representatives examine each of these banks regularly. These 
examinations, which are conducted on a surprise basis by on-site visitation, 
involve an in-depth analysis and review of all aspects of each bank, including 
loan portfolios, investments, directors’ and officers’ abilities and activities, the 
soundness of investment and credit policies, the adequacy of internal record keep- 
ing, financial statements and accounting policies, truth-in-lending, liquidity, trans- 
actions with affiliates, security measures, trust activity and compliance with other 
applicable statutes and regulations. The examiners, and often their supervisory 
personnel in the Corporation’s Office, discuss each Report of Examination with 
bank management upon conclusion of each examination. 

For these reasons, the Corporation concludes that it is not necessary or ap- 
propriate in the public interest and for the protection of investors to amend the 
existing regulations with respect to certification. 

The Board of Directors of the Corporation is, however, continuing to consider 
the question of mandatory certification of registered State-chartered nonmember 
banks, or some sub-group of such banks grouped by size, number of shareholders, 
amount of trading in securities, or otherwise. 

C. The Board finds that further public participation in this rulemaking process 
is unnecessary, and therefore the relevant provisions of 5 U.S.C. 553 requiring 
notice of proposed rulemaking and opportunity for public participation are not 
applicable. Accordingly, 12 CFR Part 335 is revised and adopted as set forth below. 

Effective Date: This revised part shall become effective on December 1, 1975. 
The existing regulation, 12 CFR Part 335, shall remain in effect until that date. 

By Order of the Board of Directors, September 30, 1975. 
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FEDERAL DEPOSIT INSURANCE CORPORATION, 
[SEAL] ALAN R. MILLER, 
Executive Secretary. 


REGULATIONS 


Sec. 

335.1 Scope of part. 

335.2 Definitions. 

335.3 Inspection and publication of information filed under the Act. 

335.4 Registration Statements and reports. 

335.5 Proxy Statements and other solicitations under Section 14 of the Act. 
335.6 Reports of Directors, Officers, and Principal Stockholders. 

335.7 Form and content of financial statements. 


ForRMS 


Sec. 

335.41 Form for registration of securities of a bank pursuant to section 12(b) 
or section 12(g) of the Securities Exchange Act of 1934 (Form F-1). 

335.42 Form for annual report of bank (Form F-2). 

335.43 Form for current report of a bank (Form F-3). 

335.44 Form for quarterly report of bank (Form F-4). 

335.46 Form for registration of additional class of securities of a bank pursuant 
to section 12(b) or section 12(g) of the Securities Exchange Act of 
1934 (Form F-10). 

335.47 Form for statement to be filed pursuant to § 335.4(h)(2) or 335.5(1) 
of part 335 (Form F-11). 

335.51 Form for proxy statement; statement where management does not solicit 
proxies (Form F-5). 

335.52 Form for statement in election contests (Form F-6). 

235.53 Form for statement to be filed pursuant to § 335.5(m) of Part 335 
(Form F-12). 

335.61 Initial statement of beneficial ownership of equity securities (Form F-—7). 

335.62 Statement of changes in beneficial ownership of equity securities 
(Form F-8). 

335.71 Forms for financial statements (Forms F—9A, B, C, D and E). 


AuTuority: Sec. 12(i) of the Securities Exchange Act of 1934, as amended 
(15 U.S.C. 78/(i)). 


[§ 69.1] § 335.1 Scope of part. 


This part is issued by the Federal Deposit Insurance Corporation (the “Corpora- 
tion”) pursuant to section 12(i) of the Securities Exchange Act of 1934, as 
amended (15 U.S.C. 78) (the “Act”) and applies to all securities of a bank which 
is organized under State law, is insured by the Federal Deposit Insurance Corpora- 
tion and is not a member of the Federal Reserve System (“bank”) that are sub- 
ject to the registration requirements of section 12(b) or section 12(g) of the Act. 


[§ 69.2] § 335.2 Definitions. 


For the purposes of this Part, including all forms and instructions promulgated 
for use in connection herewith, unless the context otherwise requires: 

(a) The terms “exchange,” “director,” “person,” “security” and “equity secur- 
ity” have the meanings given them in section 3(a) of the Act. 
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(b) The term “affiliate” (whether referred to as an “affiliate” of, or a person 
“affiliated” with, a specified person) means a person that directly, or indirectly 
through one or more intermediaries, controls, or is controlled by, or is under com- 
mon control with, the person specified. 

(c) The term “amount,” when used with respect to securities, means the 
principal amount if relating to evidences of indebtedness, the number of shares if 
relating to shares, and the number of units if relating to any other kind of security. 

(d) The term “associate,” when used to indicate a relationship with any per- 
son, means (1) any corporation or organization (other than the bank or a sub- 
sidiary of the bank) of which such person is an officer or partner or is, directly 
or indirectly, either alone or together with one or more members of his immediate 
family, the beneficial owner of 10 percent or more of any class of equity securities, 
(2) any trust or other estate in which such person has a substantial beneficial in- 
terest or as to which such person serves as a trustee or in a similar fiduciary 
capacity, and (3) any relative or spouse of such person or any relative of such 
spouse, who has the same home as such person or who is a director or officer of 
the bank or any of its parents or subsidiaries. 

(e) The terms “beneficial ownership,” “beneficially owned,” and the like, when 
used with respect to the reporting of ownership of the bank’s equity securities in 
any statement or report required by this regulation, shall include as “direct” 
ownership by a person (1) securities directly owned by the person, (2) securities 
directly owned by the spouse (except where legally separated) and minor children 
of such reporting person, and (3) securities directly owned by any other relative 
of the reporting person who has the same home as such person. Securities “indi- 
rectly” owned by a person include (1) securities indirectly owned by the person, 
(2) securities indirectly owned by the spouse (except where legally separated) and 
minor children of such reporting person, and (3) securities indirectly owned by 
any other relative of the reporting person who has the same home as such person. 

(f) The term “charter” includes articles of incorporation, declarations of trust, 
articles of association or partnership, or any similar instrument, as amended, 
effecting (either with or without filing with any governmental agency) the or- 
ganization or creation of an incorporated or unincorporated person. 

(g) The term “control” (including the terms “controlling,” “controlled by,” and 
“under common control with”) means the possession, directly or indirectly, of 
the power to direct or cause the direction of the management and policies of a 
person, whether through the ownership of voting securities, by contract, or other- 
wise. 

(h) The term “employee” does not include a director, trustee or officer. 

(i) The term “equity capital accounts” means capital stock, surplus, undivided 
profits, and reserve for contingencies and other capital reserves. 

(j) The term “50-percent-owned person,” in relation to a specified person, 
means a person approximately 50 percent of whose outstanding voting securities 
is owned by the specified person either directly, or indirectly through one or more 
intermediaries. 

(k) The term “fiscal year” means the annual accounting period or, if no clos- 
ing date has been adopted, the calendar year ending on December 31. 

(1)(1) For the purpose of determining whether the registration requirements of 
section 12(g)(1) of the Act are applicable, securities shall be deemed to be 
“held of record” by each person who is identified the owner of such securities on 
records of security holders maintained by or on behalf of the bank, subject to 
the following: 

(i) In any case where the records of security holders have not been main- 
tained in accordance with accepted practice, any additional person who would 
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be identified as such an owner on such records if they had been maintained in 
accordance with accepted practices shall be included as a holder of record. 

(ii) Securities identified as held of record by a corporation, a partnership, a 
trust whether or not the trustees are named, or other organization shall be included 
as so held by one person. 

(iii) Securities identified as held of record by one or more persons as trustees, 
executors, guardians, custodians, or in other fiduciary capacities with respect to a 
single trust, estate, or account shall be included as held of record by one person. 

(iv) Securities held by two or more persons as co-owners shall be included as 
held by one person. 

(v) Each outstanding unregistered or bearer certificate shall be included as 
held of record by a separate person, except to the extent that the bank can estab- 
lish that, if such securities were registered, they would be held of record, under the 
provisions of this paragraph, by a lesser number of persons. 

(vi) Securities registered in substantially similar names, where the bank has 
reason to believe because of the address or other indications that such names 
represent the same person, may be included as held of record by one person. 

(2) Notwithstanding paragraph (1) of this section: 

(i) Securities held subject to a voting trust, deposit agreement, or similar ar- 
rangement shall be included as held of record by the record holders of the voting 
trust certificates, certificates of deposit, receipts, or similar evidences of interest in 
such securities; provided, however, that the bank may rely in good faith on such 
information as is received in response to its request from a nonaffiliated issuer of 
the certificates of interests. 

(ii) If the bank knows or has reason to know that the form of holding securi- 
ties of record is used principally to circumvent the provisions of section 12(g) (1) 
of the Act, the beneficial owners of such securities shall be deemed to be record 
owners thereof. 

(m) The term “immediate family” includes a person’s father, mother, spouse, 
brothers, sisters, sons and daughters, stepparents and stepchildren, and lineal 
ascendants and descendants. For the purpose of determining whether any of the 
foregoing relationships exist, a legally adopted child shall be considered a child 
by blood. 

(n) The term “information statement” means the statement required by 
§ 335.5(a), whether or not contained in a single document. 

(0) The term “last fiscal year” of bank means the last fiscal year of bank ending 
prior to the date of the meeting with respect to which an information statement is 
required to be distributed. 

(p) The term “listed” means admitted to full trading privileges upon applica- 
tion by the bank and includes securities for which authority to add to the list on 
official notice of issuance has been granted. 

(q) The term “majority-owned subsidiary” means a subsidiary more than 50 
percent of whose outstanding securities representing the right, other than as 
affected by events of default, to vote for the election of directors is owned by the 
subsidiary’s parent and/or one or more of the parent’s other majority-owned sub- 
sidiaries. 

(r) The term “material,” when used to qualify a requirement for furnishing of 
information as to any subject, limits the information required to those matters 
as to which an average prudent investor ought reasonably to be informed. 

(s) The term “officer” or “principal officer” means a Chairman of the Board 
of Directors, Vice Chairman of the Board, Chairman of the Executive Committee, 
President, Vice President (except as indicated in the next sentence), Cashier, 
Treasurer, Secretary, Comptroller, and any other person who participates in major 





q 69.2 REGULATIONS—12 C.F.R. PT. 335 I-212 


policy-making functions of the bank. In some banks (particularly banks with 
officers bearing titles such as Executive Vice President, Senior Vice President, or 
First Vice President as well as a number of “Vice Presidents”), some or all “Vice 
Presidents” do not participate in major policy-making functions, and such persons 
are not officers for the purpose of this Part. 

(t) The term “option” means any option, warrant, or right other than those 
issued to security holders on a pro rata basis. 

(u) The term “parent” of a specified person is a person controlling such per- 
son directly, or indirectly through one or more intermediaries. 

(v) The term “plan” includes all plans, contracts, authorizations, or arrange- 
ments, whether or not set forth in any formal document. 

(w) The term “predecessor” means a person the major portion of the business 
and assets of which another person acquired in a single succession or in a series of 
related successions. 

(x) The terms “previously filed” and “previously reported” mean previously 
filed with, or reported in, a registration statement under section 12, a report under 
section 13, or a definitive proxy statement or similar statement under section 14 of 
the Act, which statement or report has been filed with the Corporation provided 
that information contained in any such document shall be deemed to have been 
previously filed with or reported to an exchange only if such document is filed with 
such exchange. 

(y) The term “principal underwriter” means an underwriter in privity of con- 
tract with the issuer of the securities as to which he is underwriter. 

(z) The term “promoter” includes: (1) any person who, acting alone or in con- 
junction with one or more other persons, directly or indirectly takes initiative in 
founding and organizing the bank; (2) any person who, in connection with the 
founding and organizing of the bank, directly or indirectly receives in considera- 
tion of services or property or both services and property ten percent or more 
of any class of securities of the bank or ten percent or more of the proceeds from 
the sale of any class of such securities. A person who receives such securities or 
proceeds either solely as underwriting commissions or solely in consideration of 
property shall not, however, be deemed a promoter within the meaning of this 
paragraph if such person does not otherwise take part in founding and organizing 
the bank. 

(aa) The term “proxy” includes every proxy, consent, or authorization within 
the meaning of section 14(a) of the Act. The consent or authorization may take 
the form of failure to object or to dissent. 

(bb) The term “proxy statement” means the statement required by § 335.5(a), 
whether or not contained in a single document. 

(cc) The terms “qualified stock option,” “restricted stock option,” and “em- 
ployee stock purchase plan” have the meanings given them in sections 422 through 
424 of the Internal Revenue Code of 1954, as amended. For the purposes of 
this regulation, an option which meets all of the conditions of section 424(b) of 
the Internal Revenue Code of 1954, as amended, other than the date of issuance, 
shall be deemed to be a “restricted stock option.” 

(dd) The term “share” means a share of stock in a corporation or unit of in- 
terest in an unincorporated person. 

(ee) The term “significant subsidiary” means (1) a subsidiary or (2) a sub- 
sidiary and its subsidiaries which meet any of the conditions described below 
based on (i) the most recent annual financial statements, including consolidated 
financial statements, of such subsidiary which would be required to be filed if 
such subsidiary were required to file and (ii) the most recent annual consolidated 
financial statements of the bank being filed: 
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(A) The parent’s and its other subsidiaries’ investments in and advances to, 
or their proportionate share (based on their equity interests) of the total assets 
(after intercompany eliminations) of, the subsidiary exceed five percent of the total 
assets of the parent and its consolidated subsidiaries. 

(B) The parent’s and its other subsidiaries’ proportionate share (based on their 
equity interests) of the gross operating revenues (after intercompany eliminations) 
of the subsidiary exceeds five percent of the gross operating revenues of the parent 
and its consolidated subsidiaries. 

(C) The parent’s and its other subsidiaries’ equity in the income before in- 
come taxes and extraordinary items of the subsidiary exceeds five percent of such 
income of the parent and its consolidated subsidiaries, provided that if such income 
of the parent and its consolidated subsidiaries is at least five percent lower than 
the average of such income for the last five fiscal years such average income may 
be substituted in the determination. 

(D) The investments in the subsidiary by its parent plus the parent’s proportion 
of the investments in such subsidiary by the parent’s other subsidiaries, if any, 
exceed 5 percent of the equity capital accounts of the bank. “Investments” refers 
to the amount carried on the books of the parent and other subsidiaries or the 
amount equivalent to the parent’s proportionate share in the equity capital accounts 
of the subsidiary, whichever is greater. 

(ff) The terms “solicit” and “solicitation” mean (1) any request for a proxy 
whether or not accompanied by or included in a form of proxy; (2) any request 
to execute or not to execute, or to revoke, a proxy; or (3) the furnishing of a 
form of proxy or other communication to security holders under circumstances 
reasonably calculated to result in the procurement, withholding, or revocation 
of a proxy. The terms do not apply, however, to the furnishing of a form of proxy 
to a security holder upon the unsolicited request of such security holder, the per- 
formance by the bank of acts required by § 335.5(g), or the performance by any 
person of ministerial acts on behalf of a person soliciting a proxy. 

(gg) The term “subsidiary” means (1) any corporation, business trust, associa- 
tion, or similar organization of which the bank, either directly or through one or 
more intermediaries, (i) owns beneficially a majority of the voting securities, (ii) 
holds a majority of the voting securities as trustee for the benefit of the holders 
of a class of stock of the bank, pro rata, or (iii) has the power to elect a majority 
of the directors, trustees, or other persons exercising similar functions except 
where such power (A) exists by reason of ownership or control of voting securities 
by the bank in a fiduciary capacity, or (B) was obtained in the course of securing 
or collecting a debt previously contracted in good faith; or (2) any affiliate con- 
trolled by such person directly, or indirectly through one or more intermediaries. 

(hh) The term “succession” means the direct acquisition of the shares or assets 
comprising a going business, whether by merger, consolidation, purchase, or other 
direct transfer. The term does not include the acquisition of control of a business 
unless followed by the direct acquisition of its shares or assets. The terms “suc- 
ceed” and “successor” have meanings correlative to the foregoing. 

(ii) The term “verified,” when used with respect to financial statements, means 
either (1) certified by an independent public accountant, or (2) signed in ac- 
cordance with § 335.7(b)(2) by the person principally responsible for the ac- 
counting records of the bank (the “principal accounting officer”) and by the person 
principally responsible for the audit procedures of the bank (the “auditor”); except 
that the term “verified” shall mean certified by an independent public accountant 
in any case in which the Corporation so informs the bank concerned, in writing, 
at least 90 days prior to the end of the fiscal year to which the financial statements 
will relate. 
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(jj) The term “voting securities” means the sum of all rights, other than as 
affected by events of default, to vote for election of directors and/or the sum of 
all interests in an unincorporated person. 


[§ 69.3] § 335.3 Inspection and publication of information filed under the Act. 


(a) Filing of material with the Corporation. All papers required to be filed 
with the Corporation pursuant to the Act or regulations thereunder shall be filed 
at its office in Washington, D.C. Material may be filed by delivery to the Corpo- 
ration, through the mails, or otherwise. The date on which papers are actually 
received by the Corporation shall be the date of filing thereof if all of the require- 
ments with respect to the filing have been complied with. 

(b) Inspection. Except as provided in paragraph (c) of this section, all infor- 
mation filed regarding a security registered with the Corporation will be avail- 
able for inspection at the Federal Deposit Insurance Corporation, 550 17th Street, 
NW., Washington, D.C. In addition, copies of the registration statement and 
reports required by § 335.4 (exclusive of exhibits), the statements required by 
§ 335.5(a), and the annual reports to security holders required by § 335.5(c) 
will be available for inspection at the New York, Chicago, and San Francisco 
Federal Reserve Banks and at the Reserve bank of the district in which the bank 
filing the statements or reports is located. 

(c) Nondisclosure of certain information filed. Any person filing any state- 
ment, report, or document under the Act may make written objection to the public 
disclosure of any information contained therein in accordance with the procedure 
set forth below: 

(1) The person shall omit from the statement, report, or document, when it 
is filed, the portion thereof that it desires to keep undisclosed (hereinafter called 
the confidential portion). In lieu thereof, it shall indicate at the appropriate place 
in the statement, report, or document that the confidential portion has been so 
omitted and filed separately with the Corporation. 

(2) The person shall file with the copies of the statement, report, or document 
filed with the Corporation: 

(i) as many copies of the confidential portion, each clearly marked “Confiden- 
tial Treatment,” as there are copies of the statement, report, or document filed 
with the Corporation and with each exchange, if any. Each copy shall contain 
the complete text of the item and, notwithstanding that the confidential portion 
does not constitute the whole of the answer, the entire answer thereto; except that in 
case the confidential portion is part of a financial statement or schedule, only the 
particular financial statement or schedule need be included. All copies of the con- 
fidential portion shall be in the same form as the remainder of the statement, 
report, or document; 

(ii) an application making objection to the disclosure of the confidential por- 
tion. Such application shall be on a sheet or sheets separate from the confidential 
portion, and shall contain (A) an identification of the portion of the statement, 
report, or document that has been omitted, (B) a statement of the grounds of 
objection, (C) consent that the Corporation may determine the question of public 
disclosure upon the basis of the application, subject to proper judicial reviews, 
(D) the name of each exchange, if any, with which the statement, report, or 
document is filed. The copies of the confidential portion and the application filed 
in accordance with this subparagraph shall be enclosed in a separate envelope 
marked “Confidential Treatment” and addressed to Executive Secretary, Federal 
Deposit Insurance Corporation, Washington, D.C. 20429. 

(3) Pending the determination by the Corporation as to the objection filed in 
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accordance with paragraph (c)(2) of this section, the confidential portion will 
not be disclosed by the Corporation. 

(4) If the Corporation determines that the objection shall be sustained, a nota- 
tion to that effect will be made at the appropriate place in the statement, report, 
or document. 

(5) If the Corporation shall have determined that disclosure of the confidential 
portion is in the public interest, a finding and determination to that effect will be 
entered and notice of the finding and determination will be sent by registered or 
certified mail to the person. 

(6) The confidential portion shall be made available to the public. 

(i) Upon the lapse of 15 days after the dispatch of notice by registered or certi- 
fied mail of the finding and determination of the Corporation described in para- 
graph (c)(5) of this section, if prior to the lapse of such 15 days the person shall 
not have filed a written statement that he intends in good faith to seek judicial 
review of the finding and determination; 

(ii) Upon the lapse of 60 days after the dispatch of notice by registered or 
certified mail of the finding and determination of the Corporation, if the state- 
ment described in paragraphs (c)(6)(i) of this section shall have been filed and 
if a petition for judicial review shall not have been filed within such 60 days; or 

(iii) If such petition for judicial review shall have been filed within such 60 
days upon final disposition, adverse to the person, of the judicial proceedings. 

(7) If the confidential portion is made available to the public, a copy thereof 
shall be attached to each copy of the statement, report, or document filed with 
the Corporation and witb each exchange concerned. 


[{ 69.4] § 335.4 Registration statements and reports. 


(a) Requirement of registration statement. (1) Securities of a bank shall be 
registered under the provisions of either section 12(b) or section 12(g) of the Act 
by filing a statement in conformity with the requirements of Form F-1 (or Form 
F-10, in the case of registration of an additional class of securities). No registra- 
tion shall be required under the provisions of section 12(b) or section 12(g) 
of the Act of any warrant or certificate evidencing a right to subscribe to or other- 
wise acquire a security of a bank if such warrant or certificate by its terms expires 
within 90 days after the issuance thereof. 

(2) Registration of securities of successor bank. Where in connection with a 
succession by merger, consolidation, exchange of securities or acquisition of 
assets, equity securities of a bank, not previously registered pursuant to section 12 
of the Act, are issued to the holders of any class of equity securities of another 
bank which is registered pursuant to section 12(g) of the Act, the class of securi- 
ties so issued shall be deemed to be registered pursuant to section 12(g) of the 
Act unless upon consummation of the succession such class is exempt from such 
registration or all securities of such class are held of record by less than 300 
persons. 

(3) Where in connection with a succession by merger, consolidation, ex- 
change of securities or acquisition of assets, equity securities of a bank, which 
are not registered pursuant to section 12 of the Act, are issued to the holders of 
any class of equity securities of another bank which is required to file a registration 
statement pursuant to section 12(g) of the Act but has not yet done so, the duty 
to file such statement shall be deemed to have been assumed by the bank whose 
class of securities is so issued and such bank shall file a registration statement 
pursuant to section 12(g) of the Act with respect to such class within the period 
of time the predecessor bank would have been required to file such a statement, 
or within such extended period of time as the Corporation may authorize upon the 
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application pursuant to § 335.4(q), unless upon consummation of the succession 
such class is exempt from such registration or all securities of the class are held of 
record by less than 300 persons. 

(b) Registration effective as to class or series. Depending upon whether the 
security is to be listed on an exchange, registration shall become effective as pro- 
vided in section 12(d) or section 12(g)(1) of the Act as to the entire class of 
such security, then or thereafter authorized. If, however, a class of security is 
issuable in two or more series with different terms, each such series shall be deemed 
a separate class for the purposes of this paragraph. 

(c) Acceleration of effectiveness of registration. A request for acceleration of 
the effective date of registration shall be made in writing by either the bank, an 
exchange, or both and shall briefly describe the reasons therefor. 

(d) Exchange certification. (1) Certification that a security has been ap- 
proved by an exchange for listing and registration pursuant to section 12(d) of 
the Act shall be made by the governing committee or other corresponding au- 
thority of the exchange. 

(2) The certification shall specify (i) the approval of the exchange for listing 
and registration; (ii) the title of the security so approved; (iii) the date of filing 
with the exchange of the registration statement and of any amendments thereto; and 
(iv) any conditions imposed on such certification. The exchange shall promptly 
notify the Corporation of the partial or complete satisfaction of any such conditions. 

(3) The certification may be made by telegram but in such case shall be con- 
firmed in writing. All certifications in writing and all amendments thereto shall 
be filed with the Corporation in duplicate and at least one copy shall be manually 
signed by the appropriate exchange authority. 

(4) The date of receipt by the Corporation of the certification approving a 
security for listing and registration shall be the date on which the certification is 
actually received by the Corporation or the date on which the registration state- 
ment to which the certification relates is actually received by the Corporation, 
whichever date is later. 

(5) If an amendment to the registration statement is filed with the exchange 
and with the Corporation after the receipt by the Corporation of the certification 
of the exchange approving the security for listing and registration, the certifica- 
tion, unless withdrawn, shall be deemed made with reference to the statement as 
amended. 

(6) An exchange may, by notice to the Corporation, withdraw its certification 
prior to the time that the registration to which it relates first becomes effective 
pursuant to paragraph (b) of this section. 

(7) An exchange may suspend from trading a bank security listed and regis- 
tered thereon in accordance with its rules. Suspension of trading shall not termi- 
nate the registration of any bank security. 

(e) Requirement of annual reports. (1) Every registrant bank shall file an 
annual report for each fiscal year after the last full fiscal year for which financial 
statements were filed with the registration statement. The report, which shall con- 
form to the requirements of Form F-2, shall be filed within 90 days after the close 
of the fiscal year or within 30 days of the mailing of the bank’s annual report to 
stockholders, whichever occurs first. 

(2) Every bank which changes its fiscal closing date after the last fiscal year 
for which financial statements were filed in a Form F-1 or Form F-2 shall file a 
report on Form F-2 covering the resulting interim period not more than 120 days 
after the close of the interim period or after the date of the determination to 
change the fiscal closing date, whichever is later. A separate report, however, 
need not be filed for any period of less than three months if the Form F-2 filed 
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for the succeeding full fiscal year covers the interim period as well as the fiscal 
year. In such case, balance sheets need be furnished only as of the close of the 
entire period but all other financial statements and schedules shall be filed sep- 
arately for both periods. 

(f) Annual reports of predecessors. Every bank having securities registered 
pursuant to section 12 of the Act on Form F-1 (or Form F-10, in the case of 
registration of an additional class of securities) shall file an annual report pursuant 
to § 335.4(e) for each of its predecessors which had securities registered pursuant 
to section 12 of the Act covering the last full fiscal year of the predecessor prior 
to the registrant’s succession, unless such report has been filed by the predecessor. 
Such annual report shall contain the information that would be required if filed 
by the predecessor. 

(g) Exception from requirement for annual report. Notwithstanding para- 
graph (e) of this section, any bank that has filed, within the period prescribed 
for filing an annual report pursuant to that paragraph, a registration statement 
that has become effective and is not subject to any proceeding under section 15(c) 
or section 19(a) of the Act, or to an order thereunder, need not file an annual 
report if such statement covers the fiscal period that would be covered by such 
annual report and contains all of the information, including financial statements 
and exhibits, required for annual reports. 

(h) Current reports and/or statements. (1) Every registrant bank shall file a 
current report in conformity with the requirements of Form F-3 within 10 days 
after the close of any month during which any of the events specified in that form 
occurs, unless substantially the same information as required by that form has been 
previously reported by the bank. 

(2) (i) Any person who, after acquiring, directly or indirectly, the beneficial 
ownership of any equity security of a bank, of a class which is registered pursuant 
to section 12 of the Act, is directly or indirectly the beneficial owner of more than 
five percent of such class shall, within 10 days after such acquisition, send to the 
bank at its principal executive office, by registered or certified mail, send to each 
exchange where the security is traded, and file with the Corporation a statement 
containing the information required by Form F-11. Six copies of the statement 
shall be filed with the Corporation, one of which shall be manually signed. 

(ii) Acquisitions of securities by a security holder who, prior to such acquisition, 
was the beneficial owner of more than five percent of the outstanding securities 
of the same class as those acquired shall be exempt from the reporting require- 
ments of subdivision (i) of this subparagraph if the following conditions are met: 
(A) The acquisition is made pursuant to preemptive subscription rights in an offer- 
ing made to all holders of securities of the class to which the preemptive subscrip- 
tion rights pertain; (B) the purchaser does not, through the exercise of such pre- 
emptive subscription rights, acquire more than his or its pro rata share of the 
securities offered; and (C) the acquisition is duly reported pursuant to section 
16(a) of the Act and the provisions of § 335.6 promulgated thereunder. 

(3) If any material change occurs in the facts set forth in the statement re- 
quired by paragraph (g)(2) of this section, the person who filed such statement 
shall promptly file six copies with the Corporation and send to the bank and the 
exchange an amendment disclosing such change. 

(4) When a person other than the issuing bank or any person described in 
section 13(e)(2) of the Act makes a tender offer for, or request or invitation for 
tenders of, any class of equity securities of a bank subject to section 13(e) of the 
Act, and such person has filed a statement with the Corporation pursuant to 
§ 335.5(1) and the issuing bank has received notice thereof, such issuing bank or 
any person described in section 13(¢)(2) of the Act shall not thereafter, during 
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the period such tender offer, request or invitation continues, purchase any equity 
securities of the issuing bank unless: 

(i) The issuing bank or any person described in section 13(e)(2) of the Act 
has filed with the Corporation a statement containing the information specified 
below with respect to proposed purchases: 

(A) The title and amount of securities to be purchased, the names of the 
persons or classes of persons from whom, and the market in which, the securities 
are to be purchased, including the name of any exchange on which the purchase 
is to be made: 

(B) The purpose for which the purchase is to be made and any plan or pro- 
posal for the disposition of such securities; and 

(C) The source and amount of funds or other consideration used or to be used 
in making the purchases, and, if any part of the purchase price or proposed pur- 
chase price is represented by funds or other consideration borrowed or otherwise 
obtained for the purpose of acquiring, holding, or trading the securities, a descrip- 
tion of the transaction and the names of the parties thereto. 

(ii) The issuing bank or any person described in section 13(e)(2) of the Act 
has at any time within the past six months sent or given to the equity security 
holders of the issuing bank the substance of the information contained in the 
statement required by paragraph (h)(4)(i) of this section; provided, however, 
that any issuing bank or any person described in section 13(e)(2) of the Act 
making such purchases which commenced prior to August 8, 1968, shall, if such 
purchases continue after such date, comply with the provisions of this subpara- 
graph on or before August 20, 1968. 

(5) In determining, for the purposes of § 335.4(h) or § 335.5(1), whether a 
person is directly or indirectly the beneficial owner of securities of any class, such 
person shall be deemed to be the beneficial owner of securities of such class which 
such person has the right to acquire through the exercise of presently exercisable 
securities, or otherwise. The securities subject to such options, warrants or rights 
or through the conversion of presently convertible options, warrants, rights or con- 
version privileges held by a person shall be deemed to be outstanding for the pur- 
pose of computing the percentage of outstanding securities of the class owned by 
such person but shall not be deemed to be outstanding for the purpose of com- 
puting the percentage of the class owned by any other person. 

(6) Each bank having securities registered pursuant to section 12(g) of the 
Act, upon being notified by a national securities association registered pursuant 
to section 15A of the Act, that a class of the bank’s securities is to be quoted on 
an interdealer quotation system which is sponsored and governed by the rules of 
such association, shall thereafter notify such association promptly of (i) any in- 
crease or decrease in the amount of securities of such class outstanding which 
exceeds five percent of the amount of such class last reported to the association 
and (ii) any change in the name of the bank. The obligation to report pursuant to 
this paragraph (h)(6) of this section shall continue until notification is received 
from the association that all classes of securities are no longer quoted on such 
interdealer quotation system. 

(i) Quarterly reports. Every registrant bank shall file a quarterly report in con- 
formity with the requirements of Form F-4 for each fiscal quarter ending after 
the close of the latest fiscal year for which financial statements were filed in a 
registration statement except that no report need be filed for the fiscal quarter 
which coincides with the end of the fiscal year of the bank. Such reports shall 
be filed not later than 30 days after the end of such quarterly period, except that 
the report for any period ending prior to the date on which a class of securities 
of the bank first becomes effectively registered may be filed not later than 30 days 
after the effective date of such registration. 
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(j) Additional information. In addition to the information expressly required 
to be included in a statement or report, there shall be added such further material 
information, if any, as may be necessary to make the required statements, in the 
light of the circumstances under which they are made, not misleading. 

(k) Information not available. Information required need be given only inso- 
far as it is known or reasonably available to the bank. If any required information 
is unknown and not reasonably available to the bank, either because the obtaining 
thereof would involve unreasonable effort or expense or because it rests peculiarly 
within the knowledge of another person not affiliated with the bank, the informa- 
tion may be omitted, subject to the following conditions: 

(1) The bank shall give such information on the subject as it possesses or can 
acquire without unreasonable effort or expense together with the sources thereof, 
and 

(2) The bank shall include a statement either showing that unreasonable effort 
or expense would be involved or indicating the absence of any affiliation with the 
person within whose knowledge the information rests and stating the result of a 
request made to such person for the information. No such request need be made, 
however, to any foreign government, or an agency or instrumentality thereof, if, 
in the opinion of the bank, such request would be harmful to existing relationships. 

(1) Disclaimer of control. If the existence of control is open to reasonable 
doubt in any instance, the bank may disclaim the existence of control and any 
admission thereof; in such case, however, the bank shall state the material facts 
pertinent to the possible existence of control. 

(m) Incorporation by reference. (1) Information contained in any part of a 
registration statement or report, other than exhibits, may be incorporated by ref- 
erence in answer or partial answer to any item of the same statement or report. 
Information contained in an exhibit may be so incorporated to the extent permitted 
in paragraph (m) of this section. 

(2) Any information, other than financial statements, contained in any of the 
following documents may be incorporated by reference in answer or partial answer 
to any item of a registration statement or report: 

(i) A definitive proxy statement filed pursuant to section 14(a) of the Act or 
a definitive information statement filed pursuant to section 14(c) of the Act; or 
(ii) a report to security holders. 

(3) Any financial statement contained in any document referred to in para- 
graph (m)(2) of this section or filed with the Corporation may be incorporated 
by reference in a registration statement or report if such financial statement sub- 
stantially meets the requirements of the form on which the statement or report 
is filed. Financial statements or other financial data required to be given in com- 
parative form for two or more fiscal years or periods shall not be incorporated 
by reference unless the material incorporated by reference includes the entire 
period for which the comparative data is required to be given. 

(4) Copies of any information or financial statement incorporated by reference 
pursuant to paragraph (m)(2) or (m)(3) of this section, or copies of the per- 
tinent pages of the document containing such information or statement, shall be 
submitted with the statement or report and shall be deemed to be filed with the 
Corporation for all purposes of the Act. 

(5) Matter incorporated by reference shall be clearly identified in the refer- 
ence by page, paragraph, caption, or otherwise. Where only certain pages of a 
document are incorporated by reference and filed with the statement or report, the 
document from which the material is taken shall be clearly identified in the refer- 
ence. An express statement that the specified matter is incorporated by reference 
shall be made at the particular place in the statement or report where the informa- 
tion is required. Matter shall not be incorporated by reference in any case where 
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such incorporation would render the statement or report incomplete, unclear, 
or confusing. 

(n) Summaries or outlines of documents. Where an item requires a summary 
or outline of the provisions of any document, only a brief statement shall be 
made, in succinct and condensed form, as to the most important provisions. In 
addition to such statement, the summary or outline may incorporate by reference 
particular items, sections, or paragraphs of any exhibit and may be qualified in its 
entirety by such reference. Matter contained in an exhibit may be incorporated by 
reference in answer to an item only to the extent permitted by this paragraph. 

(0) Omission of substantially identical documents. In any case where two or 
more indentures, contracts, franchises, or other documents required to be filed 
as exhibits are substantially identical in all material respects except as to the par- 
ties thereto, the dates of execution, or other details, the bank need file a copy of 
only one of such documents, with a schedule identifying the documents omitted 
and setting forth the material details in which such documents differ from the 
document of which a copy is filed. The Corporation may at any time in its dis- 
cretion require the filing of copies of documents so omitted. 

(p) Additional exhibits. The bank may file such exhibits as it may desire, in 
addition to those required by the appropriate form. Such exhibits shall be so 
marked as to indicate clearly the subject matters to which they refer. 

(q) Incorporation of exhibits by reference. (1) Any document or part thereof 
previously filed with the Corporation pursuant to this Part may, subject to the 
following limitations, be incorporated by reference as an exhibit to any registra- 
tion statement or report filed with the Corporation by the same or any other person. 
Any document or part thereof filed with an exchange pursuant to the Act may be 
incorporated by reference as an exhibit to any registration statement or report 
filed with the exchange by the same or any other person. 

(2) Any document incorporated by reference pursuant to this paragraph (q) 
shall be so incorporated only by reference to the specific document and to the 
prior filing in which it was physically filed, not to another file which incorporates 
it by reference. 

(3) If any modification has occurred in the text of any document incorporated 
by reference since the filing thereof, the registrant shall file with the reference a 
statement containing the text of any such modification and the date thereof. 

(4) No document which has been on file with the Corporation pursuant to 
this part for a period of more than 10 years may be incorporated by reference. 
This limitation shall not, however, apply to a corporate charter or bylaws if such 
document has not been amended more than twice since such filing. 

(r) Extension of time for furnishing information. Note: The disclosures re- 
quired in reports filed with the Corporation are essential to the preservation of 
free, fair and informed securities markets. It is of critical importance that such 
reports be furnished within the time they are required to be filed under Corpora- 
tion rules. Only the most compelling and unexpected circumstances justify a delay 
in the filing of a report and the dissemination to the public of the factual informa- 
tion called for therein. 

(1) If any required information, document or report, other than an initial reg- 
istration statement under section 12(g) of the Act, cannot, without unreasonable 
effort or expense, be furnished within the time it is required to be filed, the bank 
shall, as soon as possible, but no later than th last day of the specified period, 
file with the Corporation a letter application (i) identifying the information, docu- 
ment, or report in question and any outstanding reports required by the act or 
Part 335 to be filed written the last 12 months; (ii) stating why the filing thereof 
at the time required is impracticable; and (iii) requesting an extension of time 
for filing the information, document, or report of not more than 30 days. One ad- 
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ditional extension of not more than 30 days also may be applied for in the same 
manner as the initial application. 

(2) An application pursuant to paragraph (r)(1) of this section shall be 
deemed granted unless the Corporation within 15 days after the receipt thereof 
shall deny the application or shall notify the bank that the application does not 
meet the requirements of this section. 

(3) An application for any further extension of time beyond that provided for 
in paragraph (r)(1) of this section shall be made in the same manner as set 
forth in paragraph (r)(1) of this section but shall be deemed to have been denied 
unless the Corporation shall grant such application within 15 days after its receipt. 

(4) If the extension requested pursuant to paragraph (r)(1) or (r)(3) of 
this section is necessitated by the inability of any person other than the bank to 
furnish any required opinion, information, or report, the application shall have 
attached as an exhibit, a statement signed by such person stating the specific rea- 
sons why such person is unable to furnish the required opinion, information, re- 
port or certification. 

(5) If the application pursuant to paragraph (r)(1) or (3) of this section, 
or the extension of time granted, relates only to a portion of the required informa- 
tion, document or report, the bank shall file the remaining portion and the portion 
filed shall prominently indicate the nature of the omitted portion. 

(s) Number of copies; signatures; binding. (1) Except where otherwise pro- 
vided in a particular form, six copies of each registration statement and report 
(including financial statements) and two copies of each exhibit and each other 
document filed as a part thereof, shall be filed with the Corporation. At least one 
complete copy of each statement shall be filed with each exchange, if any, on 
which the securities covered thereby are being registered. At least one copy of 
each report shall be filed with each exchange, if any, on which the bank has 
securities registered. 

(2) At least one copy of each statement or report filed with the Corporation 
and one copy thereof filed with an exchange shall be manually signed. If the 
statement or report is typewritten, one of the signed copies filed with the Corpora- 
tion shall be an original “ribbon” copy. Unsigned copies shall be conformed. If 
the signature of any person is affixed pursuant to a power of attorney or other 
similar authority, a copy of such power or other authority shall also be filed with 
the statement or report. 

(3) Each copy of a statement or report filed with the Corporation or with an 
exchange shall be bound in one or more parts. Copies filed with the Corporation 
shall be bound without stiff covers. The statement or report shall be bound on the 
left side in such a manner as to leave the reading matter legible. 

(t) Requirements as to paper, printing, and language. (1) Statements and re- 
ports shall be filed on good quality unglazed white paper 82 x 13 inches in size, 
insofar as practicable. Tables, charts, maps, and financial statements may, how- 
ever, be on larger paper if folded to that size. 

(2) The statement or report and, insofar as practicable, all papers and docu- 
ments filed as a part thereof, shall be printed, lithographed, mimeographed, xerox- 
copied, or typewritten. The statement or report or any portion thereof may, how- 
ever, be prepared by any similar process that, in the opinion of the Corporation, 
produces copies suitable for a permanent record. Irrespective of the process used, 
all copies of any such material shall be clear, easily readable, and suitable for re- 
peated photocopying. Debits in credit categories and credits in debit categories 
shall be designated so as to be clearly distinguishable as such on photocopies. 

(3) The body of all printed statements and reports shall be in roman type at 
least as large as 10-point modern type. To the extent necessary for convenient 
presentation, however, financial statements and other statisical or tabular data and 
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the notes thereto may be in type at least as large as 8-point modern type. All type 
shall be leaded at least 2 points. 

(4) Statements and reports shall be in English. If any exhibit or other paper or 
document filed with a statement or report is in a foreign language, it shall be ac- 
companied by a translation into English. 

(u) Preparation of statement or report. Each statement and report shall con- 
tain the numbers and captions of all items of the appropriate form, but the text 
of the items may be omitted provided the answers thereto are so prepared as to 
indicate to the reader the coverage of the items without the necessity of his refer- 
ring to the text of the items or instructions thereto. Where any item requires in- 
formation to be given in tabular form, however, it shall be given in substantially 
the tabular form specified in the item. All instructions, whether appearing under 
the items of the form or elsewhere therein, are to be omitted. Unless expressly pro- 
vided otherwise, if any item is inapplicable or the answer thereto is in the nega- 
tive, an appropriate statement to that effect shall be made. 

(v) Riders; inserts. Riders shall not be used. If the statement or report is 
typed on a printed form, and the space provided for the answer to any given item 
is insufficient, reference shall be made in such space to a full insert page or pages 
on which the item number and caption and the complete answer are given. 

(w) Amendments. All amendments shall comply with all pertinent require- 
ments applicable to statements and reports. Amendments shall be filed separately 
for each separate statement or report amended. Amendments to a statement may 
be filed either before or after registration becomes effective. 

(x) Title of securities. Wherever the title of securities is required to be stated, 
information shall be given that will indicate the type and general character of the 
securities, including: 

(1) In the case of shares, the par or stated value, if any; the rate of dividends, 
if fixed, and whether cumulative or noncumulative; a brief indication of the prefer- 
ence, if any; and if convertible, a statement to that effect. 

(2) In the case of funded debt, the rate of interest; the date of maturity, or 
if the issue matures serially, a brief indication of the serial maturities, such as 
“maturing serially from 1970 to 1980”; if payment of principal or interest is 
contingent, an appropriate indication of such contingency; a brief indication of 
the priority of the issue; and if convertible, a statement to that effect. 

(3) In the case of any other kind of security, appropriate information of com- 
parable character. 

(y) Interpretation of requirements. Unless the context clearly shows otherwise, 

(1) The forms require information only as to the bank. 

(2) Whenever any fixed period of time in the past is indicated, such period shall 
be computed from the date of filing. 

(3) Whenever words relate to the future, they have reference solely to present 
intention. 

(4) Any words indicating the holder of a position or office include persons, by 
whatever titles designated, whose duties are those ordinarily performed by holders 
of such positions or offices. 

(z) When securities are deemed to be registered. A class of securities with re- 
spect to which a registration statement has been filed pursuant to section 12 of 
the Act shall be deemed to be registered for the purposes of sections 13, 14 and 16 
of the Act and the regulations in this Part only when such registration statement 
has become effective as provided in section 12, and securities of said class shall 
not be subject to sections 13, 14 and 16 of the Act until such registration state- 
ment has become effective as provided in section 12. 
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[{ 69.5] § 335.5 Proxy statements and other solicitations under section 14 of 
the Act. 


(a) Requirement of statement. No solicitation of a proxy with respect to a 
security of a bank registered pursuant to section 12 of the Act shall be made un- 
less each person solicited is concurrently furnished or has previously been fur- 
nished with a written proxy statement containing the information required by 
Form F-5. If the management of any bank having such a security outstanding fails 
to solicit proxies from the holders of any such security in such a manner as to re- 
quire the furnishing of such a proxy statement, such bank shall transmit to all 
holders of record of such security a statement containing the information required 
by Form F-5. The “information statement” required by the preceding sentence 
shall be transmitted (1) at least 20 calendar days prior to any annual or other 
meeting of the holders of such security at which such holders are entitled to vote 
or (2) in the case of corporate action taken with the written authorization or 
consent of security holders, at least 20 days prior to the earliest date on which 
the corporate action may be taken. A proxy statement or a statement where 
management does not solicit proxies required by this paragraph is hereinafter 
sometimes referred to as a “Statement.” 

(b) Exceptions. The requirements of the first sentence of paragraph (a) of 
this Section shall not apply to the following: 

(1) Any solicitation made otherwise than on behalf of the management of the 
bank where the total number of persons solicited is not more than 10. 

(2) Any solicitation by a person in respect to securities carried in his name 
or in the name of his nominee (otherwise than as voting trustee) or held in his 
custody, if such person 

(i) Receives no commission or remuneration for such solicitation, directly or 
indirectly, other than reimbursement of reasonable expenses; 

(ii) Furnishes promptly to the person solicited a copy of all soliciting material 
with respect to the same subject matter or meeting received from all persons who 
will furnish copies thereof for such purpose and who will, if requested, defray 
the reasonable expenses to be incurred in forwarding such material; and 

(iii) In addition, does no more than (A) impartially instruct the person so- 
licited to forward a proxy to the person, if any, to whom the person solicited 
desires to give a proxy, or (B) impartially request from the person solicited in- 
structions as to the authority to be conferred by the proxy and state that a proxy 
will be given if no instructions are received by a certain date. 

(3) Any solicitation by a person with respect to securities of which he is the 
beneficial owner. 

(4) Any solicitation through the medium of a newspaper advertisement that 
informs security holders of a source from which they may obtain copies of a proxy 
statement, form of proxy, and any other soliciting material and does no more than 
(i) name the bank; (ii) state the reason for the advertisement; and (iii) identify 
the proposal or proposals to be acied upon by security holders. 

(c) Annual report to security holders to accompany statements. 

(1) Any statement furnished on behalf of the management of the bank that 
relates to an annual meeting of security holders at which directors are to be elected 
shall be accompanied or preceded by an annual report to such security holders 
containing, in comparative columnar form, such financial statements for the last 
two fiscal years, prepared on a consistent basis, as will, in the opinion of the 
management adequately reflect the financial position of the bank at the end of 
each such year and the results of its operations for each such year. The financial 
statements included in the annual report may omit details or summarize informa- 
tion if such statements, considered as a whole in the light of other information con- 
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tained in the report and in the light of the financial statements of the bank filed 
or to be filed with the Corporation, will not by such procedure omit any material 
information necessary to a fair presentation or to make the financial statements not 
misleading under the circumstances. Paragraph (c) of this section shall not apply, 
however, to solicitations made on behalf of management before the financial state- 
ments are available if solicitation is being made at the time in opposition to the 
management and if the management’s statement includes an undertaking in bold- 
faced type to furnish such annual report to all persons being solicited at least 20 
days before the date of the meeting. 


Notes.—1. To reflect adequately the financial position and results of operations of a 
bank in its annual report to security holders the financial presentation shall include, but 
not necessarily be limited to, the following: 


(a) Comparative statements of condition at the end of each of the last 2 fiscal years. 

(b) Comparative statements of income in a form providing for the determination of 
“net income” for each fiscal year and per share earnings data. 

(c) Comparative statements of changes in capital accounts for each fiscal year, simi- 
lar in form to Form F-9C. 

(d) Comparative statements of changes in financial position similar to Form F9-D. 

(e) Comparative reconciliations of the “Allowance for Possible Loan Losses” account 
similar in form to Schedule VII, Form F-9E. 

(f) Supplemental notes to financial statements to the extent necessary to furnish a 
fair financial presentation. Such notes should include the aggregate market value as of 
the balance sheet date for each category of investment securities reported on the balance 
sheet, and other information required to be furnished in notes to financial statements 
included in the bank’s Form F-2 Annual Report. 

2. The financial statements should be prepared on a consolidated basis to the extent 
required by § 335.7(d). Any differences reflected in the financial statements included 
in the report to security holders, from the principles of consolidation or other account- 
ing principles or practices, or methods of applying accounting principles or practices, 
applicable to the financial statements of the bank filed or proposed to be filed with the 
Corporation, which have a material effect on the financial position or results of opera- 
tions of the bank, shall be noted in the financial statements or the notes thereto and the 
effect thereof reconciled or explained in the annual report to security holders. 

3. When financial statements included in the annual report (Form F-2) filed, or pro- 
posed to be filed, with the Corporation are accompanied by an opinion of an independ- 
ent public accountant, the financial statements in the annual report to security holders 
should also be accompanied by an opinion of such independent public accountant. 

4. The report shall include a summary of the bank’s operations containing the infor- 
mation required by Item 2 of Form F-2 except for the reconciliations, exhibits and sup- 
plemental information required by the instructions thereto. The provisions of § 335.41, 
Item 2, Instruction 6 shall apply to reports to security holders. 

5. The report shall contain a brief description of the business done by the bank and its 
subsidiaries during the most recent fiscal year which will, in the opinion of management, 
indicate the general nature and scope of the business of the bank and its subsidiaries. 
The report shall contain information as comprehensive as that required by Schedule III 
of Form F-9E. 

6. The report shall contain information as comprehensive as that required by Item 
1(c)(1) of Form F-2 regarding the issuer's lines of business. 

7. The report shall identify each of the bank’s directors and officers, and shall indi- 
cate the principal occupation or employment of each such person and the name and 
principal business of any organization by which such person is so employed. See the 
definition of “officers” at § 335.2(s) of Part 335. 

8. The report shall identify the principal market in which securities of any class en- 
titled to vote at the meeting are traded, and shall state the high and low sales prices for 
such securities (or, in the absence of such information, the range of bid and asked 
quotation and a description of the manner in which the securities are traded and the 
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source of the price information) and the dividends paid on such securities for each 
quarterly period during the issuer’s two most recent fiscal years. 

9. Management’s proxy statement, or the report, shall contain an undertaking in bold 
face or otherwise reasonably prominent type to provide without charge to each person 
solicited, on the written request of any such person, a copy of the bank’s annual report on 
Form F-2, including the financial statements and the schedules thereto required to be filed 
with the Corporation pursuant to § 335.4(c) under the Act for the bank’s most recent 
fiscal year, and shall indicate the name and address of the person to whom such a written 
request is to be directed. In the discretion of management, a bank need not undertake 
to furnish without charge copies of all exhibits to its Form F-2, provided that the copy 
of the annual report on Form F-2 furnished without charge to requesting security 
holders is accompanied by a list briefly describing all the exhibits not contained therein 
and indicating that the bank will furnish any exhibit upon the payment of a specified 
reasonable fee which fee shall be limited to the issuer’s reasonable expenses in furnishing 
such exhibit. 

Instructions. Pursuant to the undertaking required by the above subparagraph, a bank 
shall furnish a copy of its annual report on Form F-2 to a beneficial owner of its securi- 
ties upon receipt of a written request from such person. Each request must set forth a 
good faith representation that, as of the record date for the annual meeting of the 
bank’s security holders, the person making the request was a beneficial owner of securities 
entitled to vote at such meeting. 

10. Subject to the foregoing requirements, the report may be in a form deemed suit- 
able by management and the information required by subparagraphs 4 to 9 may be pre- 
sented in an appendix or other separate section of the report, provided that the attention 
of security holders is called to such presentation. 

Instruction. Banks are encouraged to utilize tables, schedules, charts, and graphic il- 
lustrations to present financial information in an understandable manner. Any presenta- 
tion of financial information must be consistent with the data in the financial statements 
contained in the report and, if appropriate, should refer to relevant portions of the 
financial statements and notes thereto. 

11. The requirement for sending an annual report to each person being solicited will 
be satisfied with respect to persons having the same address by sending at least one report 
to a holder of record at that address provided (i) that management has reasonable cause 
to believe that the record holder to whom the report is sent is the “beneficial owner” 
of securities registered in the name of such person in other capacities or in the name of 
other persons at such address or (ii) the security holders at such address consent thereto 
in writing. Nothing herein shall be deemed to relieve any person so consenting of any 
obligation to obtain or send such annual report to any other person. 

12. Such financial statements and the notes thereto shall be in roman type at least 
as large and as legible as 10-point modern type except that to the extent necessary for 
convenient presentation financial statements, but not the notes thereto, may be in roman 
type at least as large and as legible as 8-point modern type. All such type shall be leaded 
at least 2 points. 

13. The Corporation may, upon the request of the issuer, permit the omission of 
financial statements for the earlier of such 2 fiscal years upon a showing of good cause 
therefor. 


(2) Six copies of each annual report sent to security holders pursuant to this 
paragraph (c) shall be sent to the Corporation not later than (i) the date on which 
such report is first sent or given to security holders or (ii) the date on which pre- 
liminary copies of the management statement are filed with the Corporation pur- 
suant to paragraph (f) of this section, whichever date is later. Such annual report 
is not deemed to be “soliciting material” or to be “filed” with the Corporation or 
otherwise subject to this § 335.5 or the liabilities of section 18 of the Act, except to 
the extent that the bank specifically requests that it be treated as a part of the proxy 
soliciting material or incorporates it in the proxy statement by reference. 

(3) If the bank knows that securities of any class entitled to vote at a meeting 
with respect to which the bank intends to solicit proxies, consents or authorizations 
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are held of record by a broker, dealer, bank or voting trustee, or their nominees, 
the bank shall inquire of such record holder whether other persons are the bene- 
ficial owners of such securities and, if so, the number of copies of the proxy and 
other soliciting material and, in the case of an annual meeting at which directors 
are to be elected, the number of copies of the annual report to security holders, 
necessary to supply such material to such beneficial owners. The bank shall supply 
such record holder with additional copies in such quantities assembled in such form 
and at such a place, as the record holder may reasonably request in order to 
address and send one copy of each to each beneficial owner of securities so held 
and shall, upon the request of such record holder, pay its reasonable expenses for 
completing the mailing of such material to security holders to whom the material 
is sent. 


Instructions. 1. If the bank’s list of security holders indicates that some of its securities 
are registered in the name of “Cede & Co.,” a nominee for the Depository Trust Com- 
pany, or in the name of a nominee for any central certificate depository system, a bank 
shall make appropriate inquiry of the central depository system and thereafter of the 
participants in such a system who may hold on behalf of a beneficial owner, and shall 
comply with the above paragraph with respect to any such participant. 

2. The requirement for sending an annual report to security holders of record having 
the same address will be satisfied by sending at least one report to a holder of record at 
that address provided that those holders of record to whom a report is not sent agree 
thereto in writing. This procedure is not available where other banks, broker-dealers, 
and other persons hold securities in nominee accounts or “street names” on behalf of 
beneficial owners, and such persons are not relieved of any obligation to obtain or send 
such annual report to the beneficial owners. 

3. The attention of banks is called to the fact that broker-dealers have an obligation 
pursuant to applicable self-regulatory requirements to obtain and forward annual reports 


and proxy soliciting materials in a timely manner to beneficial owners for whom such 
broker-dealers hold securities. 


(d) Requirements as to proxy. (1) The form of proxy (i) shall indicate in 
boldface type whether or not the proxy is solicited on behalf of the management 
of the bank, (ii) shall provide a specifically designated blank space for dating 
the proxy, and (iii) shall identify clearly and impartially each matter or group of 
related matters intended to be acted upon whether proposed by the management 
or by security holders. No reference need be made, however, to matters as to 
which discretionary authority is conferred pursuant to paragraph (d)(3) of this 
section. 

(2) (i) Means shall be provided in the form of proxy whereby the person 
solicited is afforded an opportunity to specify by ballot a choice between approval 
or disapproval of each matter or group of related matters referred to therein as 
intended to be acted upon, other than elections to office. A proxy may confer 
discretionary authority with respect to matters as to which a choice is not so spec- 
ified if the form of proxy states in boldfaced type how the shares represented by 
the proxy are intended to be voted in each such case. 

(ii) A form of proxy which provides both for the election of directors and for 
action on other specified matters shall be prepared so as clearly to provide, by a 
box or otherwise, means by which the security holder may withhold authority to 
vote for the election of directors. Any such form of proxy which is executed by 
the security holder in such manner as not to withhold authority to vote for the 
election of directors shall be deemed to grant such authority, provided the form 
of proxy so states in boldfaced type. 

Instruction. Paragraph (d)(2)(ii) of this section does not apply (a) in the case of a 


merger, consolidation or other plan if the election of directors is an integral part of the 
plan and is not to be separately voted upon or (b) if the only matters to be acted upon 
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are the election of directors and.the election, selection or approval of other persons 
such as clerks or auditors. 


(3) A proxy may confer discretionary authority to vote with respect to any of 
the following matters: 

(i) Matters which the persons making the solicitation do not know, a reason- 
able time before the solicitation, are to be presented at the meeting, if a specific 
statement to that effect is made in the proxy statement or form of proxy; 

(ii) Approval of the minutes of the prior meeting if such approval does not 
amount to ratification of the action taken at that meeting; 

(iii) The election of any person to any office for which a bona fide nominee is 
named in the proxy statement and such nominee is subsequently unable to serve 
or for good cause refuses to serve; 

(iv) Any proposal omitted from the proxy statement and form of proxy pur- 
suant to paragraphs (h) or (k) of this section; and 

(v) Matters incident to the conduct of the meeting. 

(4) No proxy shall confer authority (i) to vote for the election of any person 
to any office for which a bona fide nominee is not named in the proxy statement, 
or (ii) to vote at any annual meeting other than the next annual meeting (or any 
adjournment thereof) to be held after the date on which the proxy statement and 
form of proxy are first sent or given to security holders. A person shall not be 
deemed to be a bona fide nominee and he shall not be named as such unless he 
has consented to being named in the proxy statement and to serve if elected. 

(5) The proxy statement or form of proxy shall provide, subject to reasonable 
specified conditions, that the shares represented by the proxy will be voted and 
that where the person solicited specifies by means of a ballot provided pursuant 
to paragraph (d)(2) of this section a choice with respect to any matters to be 
acted upon, the shares will be voted in accordance with the specifications so made. 

(e) Presentation of information in Statement. (1) The information included 
in the Statement shall be clearly presented and the statements made shall be 
divided into groups according to subject matter and the various groups of state- 
ments shall be preceded by appropriate headings. The order of items in the form 
need not be followed. Where practicable and appropriate, the information shall 
be presented in tabular form. All amounts shall be stated in figures. Information 
required by more than one applicable item need not be repeated. No statement 
need be made in response to any item that is inapplicable. 

(2) Any information required to be included in the Statement as to terms of 
securities or other subject matter that from a standpoint of practical necessity 
must be determined in the future may be stated in terms of present knowledge 
and intention. To the extent practicable, the authority to be conferred concern- 
ing each such matter shall be confined within limits reasonably related to the 
need for discretionary authority. Subject to the foregoing, information that is not 
known to the persons on whose behalf the solicitation is to be made and is not 
reasonably within the power of such persons to ascertain or procure may be 
omitted, if a brief statement of the circumstances rendering such information un- 
available is made. 

(3) There may be omitted from a proxy statement any information contained 
in any other proxy soliciting material that has been furnished to each person 
solicited in connection with the same meeting or subject matter if a clear reference 
is made to the particular document containing such information. 

(4) All printed Statements shall be set in roman type at least as large as 10- 
point modern type except that to the extent necessary for convenient presentation 
financial statements and other statistical or tabular matter may be set in roman type 
at least as large as 8-point modern type. All type shall be leaded at least 2 points. 
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(5) All proxy statements shall disclose on the first page thereof the complete 
mailing address, including zip code, of the principal executive offices of the bank 
and the approximate date on which the proxy statement and form of proxy are first 
sent or given to security holders. 

(f) Material required to be filed. (1) Three preliminary copies of each State- 
ment, form of proxy, and other item of soliciting material to be furnished to se- 
curity holders concurrently therewith, shall be filed with the Corporation by man- 
agement or any other person making a solicitation subject to this § 335.5 at least 
ten calendar days (or 15 calendar days in the case of other than routine meetings, 
as defined below) prior to the date such item is first sent or given to any security 
holders, or such shorter period prior to that date as may be authorized. For the 
purposes of this paragraph (f)(1) of this section, a routine meeting means a meet- 
ing with respect to which no one is soliciting proxies subject to this § 335.5 other 
than on behalf of management and at which management intends to present no 
matters other than the election of directors, election of inspectors of election, and 
other recurring matters. In the absence of actual knowledge to the contrary, man- 
agement may assume that no other such solicitation of the bank’s security holders 
is being made. In cases of annual meetings, one additional preliminary copy of 
the statement, the form of proxy, and any other soliciting material, marked to 
show changes from the material sent or given to security holders with respect to 
the preceding annual meeting, shall be filed with the Corporation. If the changes 
are material, the bank shall file with the Corporation any explanatory comments 
which may be of assistance in the expeditious processing of the statement. 

(2) Three preliminary copies of any additional soliciting material, relating to 
the same meeting or subject matter, furnished to security holders subsequent to 
the proxy statement shall be filed with the Corporation at least two days (exclusive 
of Saturdays, Sundays, and holidays) prior to the date copies of such material are 
first sent or given to security holders, or such shorter period prior to such date 
as may be authorized upon a showing of good cause therefor. 

(3) Six copies of each Statement, form of proxy, and other item of solicit- 
ing material, in the form in which such material is furnished to security holders, 
shall be filed with, or mailed for filing to, the Corporation not later than the date 
such material is first sent or given to any security holders. Three copies of such 
material shall at the same time be filed with, or mailed for filing to, each exchange 
upon which any security of the bank is listed. 


Note.—The definitive Statement filed with the Corporation should be accompanied 
by a letter indicating any material changes which have been made therein, other than 
those made in response to the staff's comments, and should also be accompanied by a 
marked copy of the Definitive Statement indicating all changes made therein. 


(4) If the solicitation is to be made in whole or in part by personal solicita- 
tion, three copies of all written instructions, or other material that discusses or 
reviews, Or comments upon the merits of, any matter to be acted upon and is fur- 
nished to the individuals making the actual solicitation for their use directly or 
indirectly in connection with the solicitation shall be filed with the Corporation by 
the person on whose behalf the solicitation is made at least five days prior to the 
date copies of such material are first sent or given to such individual, or such 
shorter period prior to that date as may be authorized upon a showing of good 
cause therefor. 

(5) All copies of material filed pursuant to paragraphs (f)(1) and (2) of this 
section shall be clearly marked “Preliminary Copies” and shall be for the informa- 
tion of the Corporation only and shall not be deemed available for public inspec- 
tion except that such material may be disclosed to any department or agency of 
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the U.S. Government and the Corporation may make such inquiries or investiga- 
tion with respect to the material as may be necessary for an adequate review 
thereof. All material filed pursuant to paragraphs (f)(1), (2) or (3) of this 
section shall be accompanied by a statement of the date upon which copies thereof 
are intended to be, or have been, sent or given to security holders. All material 
filed pursuant to paragraph (f)(4) of this section shall be accompanied by a 
statement of the date upon which copies thereof have been or are intended to be 
released to the individuals who will make the actual solicitation. 

(6) Copies of replies to inquiries from security holders requesting further in- 
formation and copies of communications that do no more than request that forms 
of proxy theretofore solicited be signed, dated, and returned need not be filed 
pursuant to this paragraph. 

(7) Notwithstanding the provisions of paragraphs (f)(1), (f)(2), and (f)(5) 
of this section, copies of soliciting material in the form of speeches, press releases, 
and radio or television scripts may, but need not, be filed with the Corporation 
prior to use or publication. Definitive copies, however, shall be filed with or 
mailed for filing to the Corporation as required by paragraph (f)(3) of this sec- 
tion not later than the date such material is used or published. The provisions 
of paragraphs (f)(1), (2), and (f)(5) of this section shall apply, however, to 
any reprints or reproductions of all or any part of such material. 

(8) Where any statement, form of proxy, or other material filed pursuant to 
this paragraph is revised, two of the copies of such revised material filed pursuant 
to paragraph (f)(3) of this section shall be marked to indicate clearly the 
changes. If the revision alters the text of the material, the changes in such text 
shall be indicated by means of underscoring or in some other appropriate manner. 

(9) The date that proxy material is “filed” with the Corporation for purposes 
of paragraphs (f)(1), (2), and (4) of this section is the date of receipt by the 
Corporation, not the date of mailing to the Corporation. In computing the ad- 
vance filing period for preliminary copies of proxy soliciting material referred to 
in such subparagraphs, the filing date of the preliminary material is to be counted 
as the first day of the period and definitive material should not be planned to be 
mailed or distributed to security holders until after the expiration of such period. 
Where additional time is required for final printing after receipt of comments, 
the preliminary proxy material should be filed as early as possible prior to the 
intended mailing date. 

(10) Where preliminary copies of material are filed with the Corporation pur- 
suant to this paragraph, the printing of definitive copies for distribution to security 
holders should be deferred until the comments of the Corporation’s staff have 
been received and considered. 

(g) Mailing communications for security holders. If the management of the 
bank has made or intends to make any proxy solicitations subject to this section, 
the bank shall perform such of the following acts as may be requested in writing 
with respect to the same subject matter or meeting by any security holder who is 
entitled to vote on such matter or to vote at such meeting and who shall first defray 
the reasonable expenses to be incurred by the bank in the performance of the 
act or acts requested: 

(1) The bank shall mail or otherwise furnish to such security holder the follow- 
ing information as promptly as practicable after the receipt of such request: 

(i) A statement of the approximate number of holders of record of any class 
of securities, any of the holders of which have been or are to be solicited on be- 
half of the management, or any group of such holders that the security holder 
shall designate; 

(ii) If the management of the bank has made or intends to make, through 
bankers, brokers, or other persons, any solicitation of the beneficial owners of 
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securities of any class, a statement of the approximate number of such beneficial 
owners, or any group of such owners that the security holder shall designate; 

(iii) An estimate of the cost of mailing a specified proxy statement, form of 
proxy, or other communication to such holders, including insofar as known or 
reasonably available, the estimated handling and mailing costs of the bankers, 
brokers, or other persons specified in subdivision (g)(1)(ii) of this section. 

(2) (i) Copies of any proxy statement, form of proxy, or other communica- 
tion furnished by the security holder shall be mailed by the bank to such of the 
holders of record specified in paragraph (g)(1)(i) of this section as the security 
holder shall designate. The bank shall also mail to each banker, broker, or other 
person specified in paragraph (g)(1)(ii) of this section, a sufficient number of 
copies of such proxy statement, form of proxy, or other communication as will 
enable the banker, broker, or other person to furnish a copy thereof to each bene- 
ficial owner solicited or to be solicited through him. 

(ii) Any such material that is furnished by the security holder shall be mailed 
with reasonable promptness by the bank after receipt of a tender of the material to 
be mailed, of envelopes or other containers therefor, of postage or payment for 
postage, and of evidence that such material has been filed with the Corporation 
pursuant to paragraph (f) of this section. The bank need not, however, mail any 
such material that relates to any matter to be acted upon at an annual meeting 
of security holders prior to the earlier of (A) a day corresponding to the first date 
on which management proxy soliciting material was released to security holders in 
connection with the last annual meeting of security holders, or (B) the first day on 
which solicitation is made on behalf of management. With respect to any such 
material that relates to any matter to be acted upon by security holders otherwise 
than at an annual meeting, such material need not be mailed prior to the first 
day on which solicitation is made on behalf of management. 

(iii) Neither the management nor the bank shall be responsible for such proxy 
statement, form of proxy, or other communication. 

(3) In lieu of performing the acts specified above, the bank may, at its option, 
furnish promptly to such security holder a reasonably current list of the names 
and addresses of such of the holders of record specified in (g)(1)(i) of this 
section as the security holder shall designate, and a list of the names and addresses 
of the bankers, brokers, or other persons specified in paragraph (g)(1)(i) of 
this section as the security holder shall designate together with a statement of the 
approximate number of beneficial owners solicited or to be solicited through each 
such banker, broker, or other person and a schedule of the handling and mailing 
costs of each such banker, broker, or other person, if such schedule has been sup- 
plied to the management of the bank. The foregoing information shall be furnished 
promptly upon the request of the security holder or at daily or other reasonable 
intervals as it becomes available to the management of the bank. 

(h) False or misleading statements. (1) No solicitation or communication 
subject to this section shall be made by means of any statement, form of proxy, 
notice of meeting, or other communication, written or oral, containing any state- 
ment that, at the time and in the light of the circumstances under which it is 
made, is false or misleading with respect to any material fact, or that omits to state 
any material fact necessary in order to make the statement therein not false or 
misleading or necessary to correct any statement in any earlier communication 
with respect to the solicitation of a proxy for the same meeting or subject matter 
that has become false or misleading. Depending upon particular circumstances, 
the following may be misleading within the meaning of this paragraph: Predictions 
as to specific future market values, earnings, or dividends; material that directly or 
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indirectly impugns character, integrity, or personal reputation, or directly or in- 
directly makes charges concerning improper, illegal, or immoral conduct or asso- 
ciations, without factual foundation; failure to so identify a statement, form of 
proxy, and other soliciting material as to clearly distinguish it from the soliciting 
material of any other person or persons soliciting for the same meeting or subject 
matter; claims made prior to a meeting regarding the results of a solicitation. 

(2) The fact that a proxy statement, form of proxy, or other soliciting material 
has been filed with or reviewed by the Corporation or its staff shall not be deemed 
a finding by the Corporation that such material is accurate or complete or not 
false or misleading, or that the Corporation has passed upon the merits of or 
approved any statement therein or any matter to be acted upon by security holders. 
No representation contrary to the foregoing shall be made. 

(i) Special provisions applicable to election contests. (1) Solicitations to which 
the paragraph applies. This paragraph applies to any solicitation subject to this 
section by any person or group of persons for the purpose of opposing a solicita- 
tion subject to this section by any other person or group of persons with respect 
to the election or removal of directors at any annual or special meeting of security 
holders. 

(2) Participant defined. (i) For purposes of this paragraph the terms “par- 
ticipant” and “participant in a solicitation” include the following: 

(A) The bank; 

(B) Any director of the bank, and any nominee for whose election as a direc- 
tor proxies are solicited; 

(C) Any committee or group that solicits proxies, any member of such com- 
mittee or group, and any person whether or not named as a member who, acting 
alone or with one or more other persons, directly or indirectly, takes the initiative 
in organizing, directing, or financing any such committee or group; 

(D) Any person who finances or joins with another to finance the solicitation 
of proxies, except persons who contribute not more than $500 and who are not 
otherwise participants; 

(E) Any person who lends money or furnishes credit or enters into any other 
arrangements, pursuant to any contract or understanding with a participant, for 
the purpose of financing or otherwise inducing the purchase, sale, holding, or vot- 
ing of securities of the bank by any participant, or other person, in support of or 
in opposition to a participant, except a bank, broker, or dealer who, in the ordi- 
nary course of business, lends money or executes orders for the purchase or sale 
of securities and who is not otherwise a participant; 

(F) Any other person who solicits proxies. 

(ii) Such terms do not include— 

(A) Any person or organization retained or employed by a participant to solicit 
security holders and whose activities are limited to the performance of his duties 
in the course of such employment, or any person who merely transmits proxy 
soliciting material or performs ministerial or clerical duties; 

(B) Any person employed by a participant in the capacity of attorney, ac- 
countant, or advertising, public relations, or financial adviser, and whose activ- 
ities are limited to the performance of his duties in the course of such employ- 
ment; 

(C) Any person regularly employed as an officer or employee of the bank or 
any of its subsidiaries who is not otherwise a participant; or 

(D) Any officer or director of, or any person regularly employed by, any other 
participant, if such officer, director, or employee is not otherwise a participant. 

(3) Filing of information required by Form F-6. (i) No solicitation subject 
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to this paragraph shall be made by any person other than the management of the 
bank unless at least five business days prior thereto, or such shorter period as the 
Corporation may authorize upon a showing of good cause therefor, there has 
been filed with the Corporation and with each exchange upon which any security 
of the bank is listed, by or on behalf of each participant in such solicitation, a 
statement in duplicate containing the information specified by Form F-6. 

(ii) Within five business days after a solicitation subject to this paragraph is 
made by the management of the bank, or such longer period as the Corporation 
may authorize upon a showing of good cause therefor, there shall be filed with 
the Corporation and with each exchange upon which any security of the bank is 
listed, by or on behalf of each participant in such solicitation, other than the bank, 
a statement in duplicate containing the information specified by Form F-6. 

(iii) If any solicitation on behalf of management or any other person has been 
made, or if proxy material is ready for distribution, prior to a solicitation subject 
to this paragraph in opposition thereto, a statement in duplicate containing the 
information specified in Form F-6 shall be filed by or on behalf of each participant 
in such prior solicitation, other than the bank, as soon as reasonably practicable 
after the commencement of the solicitation in opposition thereto, with the Corpora- 
tion and with each exchange on which any security of the bank is listed. 

(iv) If, subsequent to the filing of the statements required by paragraphs (i) 
(3) (i), (ii), and (iii) of this section, additional persons become participants in 
a solicitation subject to paragraph (i)(3)(i) of this section, there shall be filed, 
with the Corporation and each appropriate exchange, by or on behalf of each 
such person a statement in duplicate containing the information specified by Form 
F-6, within three business days after such person becomes a participant, or such 
longer period as the Corporation may authorize upon a showing of good cause 
therefor. 

(v) If any material change occurs in the facts reported in any statement filed 
by or on behalf of any participant, an appropriate amendment to such statement 
shall be filed promptly with the Corporation and each appropriate exchange. 

(vi) Each statement and amendment thereto filed pursuant to this paragraph 
shall be part of the official files of the Corporation and shall be deemed a com- 
munication subject to the provisions of paragraph (h) of this section. 

(4) Solicitations prior to furnishing required statement. Notwithstanding the 
provisions of § 335.5(a), a solicitation subject to this paragraph (i) may be made 
prior to furnishing security holders a written statement containing the information 
specified in Form F-5 with respect to such solicitation if (i) the statement re- 
quired by paragraph (i)(3) of this section is filed by or on behalf of each 
participant in such solicitation; (ii) no form of proxy is furnished to security hold- 
ers prior to the time the statement is furnished to security holders, except that 
this subdivision shall not apply where a statement then meeting the requirements 
of Form F-5 has been furnished to security holders by or on behalf of the person 
making the solicitation; (iii) at least the information specified in Items 2(a) and 
3(a) of the statement required by paragraph (i) (3) of this section to be filed by 
each participant, or an appropriate summary thereof, is included in each commu- 
nication sent or given to security holders in connection with the solicitation; and 
(iv) a written statement containing the information specified in Form F-5 with 
respect to a solicitation is sent or given security holders at the earliest practicable 
date. 

(5) Solicitations prior to furnishing required statement—filing requirements. 
Three copies of any soliciting material proposed to be sent or given to security 
holders prior to the furnishing of the proxy statement required by § 335.5(a) shall 
be filed with the Corporation in preliminary form, at least five business days prior 
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to the date copies of such material are first sent or given to security holders, or 
such shorter period as the Corporation may authorize upon a showing of good 
cause therefor. 

(6) Application of this paragraph to annual report. Notwithstanding the pro- 
visions of § 335.5(c), three copies of any portion of the annual report referred 
to in that paragraph that comments upon or refers to any solicitation subject to 
this paragraph, or to any participant in any such solicitation, other than the solici- 
tation by the management, shall be filed with the Corporation as proxy material 
subject to this section. Such portion of the annual report shall be filed with the 
Corporation in preliminary form at least five business days prior to the date 
copies of this report are first sent or given to security holders. 

(7) Application of paragraph (f) of this section. The provisions of paragraph 
(f)(3)-(7) of this section shall apply, to the extent pertinent, to soliciting ma- 
terial subject to paragraphs (i)(5) and (6) of this section. 

(8) Use of reprints or reproductions. In any solicitation subject to this para- 
graph, soliciting material that includes, in whole in part, any reprints or repro- 
ductions of any previously published material shall: 

(i) State the name of the author and publication, the date of prior publication, 
and identify any person who is quoted without being named in the previously 
published material. 

(ii) Except in the case of a public official document or statement, state whether 
or not the consent of the author and publication has been obtained to the use of 
the previously published material as proxy soliciting material. 

(iii) If any participant using the previously published material, or anyone on 
his behalf, paid, directly or indirectly, for the preparation or prior publication of 
the previously published material, or has made or proposes to make any payments 
or give any other consideration in connection with the publication or republica- 
tion of such material, state the circumstances. 

(j) Prohibition of certain solicitations. No person making a solicitation that is 
subject to this section shall solicit— 

(1) Any undated or postdated proxy; or 

(2) Any proxy that provides that it shall be deemed to be dated as of any 
date subsequent to the date on which it is signed by the security holder. 

(k) Proposals of security holders. (1) If any security holder entitled to vote 
at a meeting of security holders of the bank shall submit to the management of the 
bank, within the time hereinafter specified, a proposal which is accompanied by 
notice of his intention to present the proposal for action at the meeting, the man- 
agement shall set forth the proposal in its proxy statement or information state- 
ment. If management issues a proxy statement, it shall identify the proposal in its 
form of proxy and provide means by which security holders can make the specifi- 
cation provided for by § 335.5(d)(2). If management issues an information 
statement, it shall identify the proposal and indicate the disposition proposed to 
be made of the proposal by the management at the meeting. 

The management of the bank shall not be required by this section to include the 
proposal in its proxy statement or form of proxy for an annual meeting unless the 
proposal is received by the management at the bank’s principal executive offices 
not less than 70 days in advance of a date corresponding to the date set forth on 
the management’s proxy statement which was released to security holders in con- 
nection with the last annual meeting of security holders, except that if the date 
of the annual meeting has been changed as a result of a change in the fiscal year, 
a proposal shall be received by the management of the bank a reasonable time 
before the solicitation is made. A proposal to be presented at any other meeting 
shall be received by the management of the bank a reasonable time before the 
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solicitation is made. This paragraph (k) does not apply, however, to elections to 
office or to counter proposals to matters to be submitted by the management. 


Note: In order to curtail controversy as to the date that a security holder’s proposal 
was received by the management, it is suggested that security holders submit their pro- 
posals by Certified Mail-Return Receipt Requested. 


(2) If the management opposes any proposal received from a security holder, 
it shall also, at the request of the security holder, include in its proxy statement a 
statement of the security holder, in not more than 200 words, in support of the 
proposal, which statement shall not include the name and address of the security 
holder. Any statements in the text of a proposal, such as a preamble or “whereas” 
clauses, which are in effect arguments in support of the proposal, shall be deemed 
part of the supporting statement and subject to the 200-word limitation thereon. 
The proxy statement shall also include either the name and address of the security 
holder or a statement that such information will be furnished by the bank to any 
person, orally or in writing as requested, promptly upon the receipt of any oral 
or written request therefor. If the name and address of the security holder is 
omitted from the proxy statement, it shall be furnished to the Corporation at the 
time of filing the management’s preliminary proxy material pursuant to paragraph 
(f) of this section. The statement and request of the security holder shall be fur- 
nished to the management at the time that the proposal is furnished. Neither the 
management nor the bank shall be responsible for such statement. 

(3) Notwithstanding paragraphs (k)(1) and (2) of this section, the manage- 
ment may omit a proposal and any statement in support thereof from its proxy 
statement and form of proxy under any of the following circumstances: 

(i) If the proposal as submitted is, under applicable law, not a proper subject 
for action by security holders; or 

(ii) If the proposal: 

(A) relates to the enforcement of a personal claim or the redress of a personal 
grievance against the bank, management, or any other person; or 

(B) consists of a recommendation, request or mandate that action be taken 
with respect to any matter, including a general economic, political, racial, religious, 
social or similar cause, that is not significantly related to the business of the bank 
or is not within the control of the bank; or 

(C) consists of a recommendation or request that the management take action 
with respect to a matter relating to the conduct of the ordinary business operations 
of the bank. 


NoTeE.—Proposals not within a bank’s control are those which are beyond its power to 
effectuate. 


(iii) If the management has at the security holder’s request included a -pro- 
posal in its proxy statement and form of proxy relating to the last two annual 
meetings of security holders or any special meeting held subsequent to the earlier 
of such two annual meetings and such security holder has failed without good 
cause to present the proposal, in person or by proxy, for action at the meeting: 

(iv) If substantially the same proposal has previously been submitted to 
security holders in the management’s proxy statement and form of proxy relating 
to any annual or special meeting of security holders held within the preceding five 
calendar years, it may be omitted from the management’s proxy material relating 
to any meeting of security holders held within the three calendar years after the 
latest such previous submission: Provided, That (A) If the proposal was sub- 
mitted at only one meeting during such preceding period, it received less than 
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three percent of the total number of votes cast in regard thereto; or (B) If the 
proposal was submitted at only two meetings during such preceding period, it re- 
ceived at the time of its second submission less than six percent of the total num- 
ber of votes cast in regard thereto; or (C) If the proposal was submitted at three 
or more meetings during such preceding period, it received at the time of its 
latest submission less than 10 percent of the total number of votes cast in regard 
thereto; or 

(v) If the proposal consists of a recommendation or request that the manage- 
ment take action with respect to a matter relating to the conduct of the ordinary 
business operations of the bank. 

(4) Whenever the management asserts that a proposal and any statement in 
support thereof received from a security holder may properly be omitted from its 
proxy statement and form of proxy, it shall file with the Corporation not later 
than 30 days prior to the date the preliminary copies of the proxy statement and 
form of proxy are filed pursuant to paragraph (f)(1) of this section, or such 
shorter period prior to such date as the Corporation may permit, a copy of the 
proposal and any statement in support thereof as received from the security 
holder, together with a statement of the reasons why the management deems such 
omission to be proper in the particular case, and where such reasons are based 
on matters of law, a supporting opinion of counsel. The management shall at the 
same time, if it has not already done so, notify the security holder submitting 
the proposal of its intention to omit the proposal from its proxy statement and 
form of proxy and shall forward to him a copy of the statement of reasons why 
the management deems the omission of the proposal to be proper and a copy of 
such supporting opinion of counsel. 

(1) Invitations for tenders. (1) No person, directly or indirectly, by use of 
the mails or by means or instrumentality of interstate commerce or of any facility 
of a national securities exchange or otherwise, shall make a tender offer for, or 
a request or invitation for tenders of, any class of any equity security, which is 
registered pursuant to section 12 of the Act, of a bank if, after consummation 
thereof, such person would, directly or indirectly, be the beneficial owner of more 
than five percent of such class, unless, at the time copies of the offer or request 
or invitation are first published or sent or given to security. holders, such person 
has filed with the Corporation a statement containing the information and exhibits 
required by Form F-11. 

(2) If any material change occurs in the facts set forth in the statement re- 
quired by paragraph (1)(1) of this section, the person who filed such statement 
shall promptly file with the Corporation an amendment disclosing such change. 

(3) All requests or invitations for tenders or advertisements making a tender 
offer or requesting or inviting tenders shall be filed with the Corporation as part 
of the statement required by paragraph (1)(1) of this section and shall contain 
the following information: 

(i) The names of the persons making such requests, invitations, or advertise- 
ments; 

(ii) The exact dates prior to which, and after which, security holders who 
deposit their securities will have the right to withdraw their securities pursuant to 
section 14(d)(5) of the Act, or otherwise; 

(iii) If the tender offer or request or invitation for tenders is for less than all 
of the outstanding securities of the class and the person making the offer, request 
or invitation is not obligated to purchase all of the securities tendered, the date 
of expiration of the period during which the securities will be taken up pro rata 
pursuant to section 14(d)(6) of the Act, or otherwise; and 

(iv) The information required by Items 2(a), (c) and (e)(1), 3, 4, 5, and 6 
of Form F-11, or a fair and adequate summary thereof. 
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(4) Any additional material soliciting or requesting such tender offers subse- 
quent to the initial solicitation or request shall contain the names of the per- 
sons making such solicitation or request and the information required by Form 
F-11 as specified in subparagraph (3) of this paragraph, or a fair and adequate 
summary thereof: Provided, however, that such material may omit any of such 
information previously furnished to the persons solicited or requested for tender 
offers. Copies of such additional material soliciting or requesting such tender offers 
shall be filed with the Corporation not later than the time copies of such material 
are first published or sent or given to security holders. 

(5) If any securities to be offered in connection with the tender offer for, or 
request or invitation for tenders of, securities with respect to which a statement 
is required to be filed pursuant to paragraph (1)(1) of this paragraph, have 
been or are to be registered under the Securities Act of 1933, a copy of the pros- 
pectus containing the information required to be included therein under that Act 
shall be filed as an exhibit to such statement. Any information contained in the 
prospectus may be incorporated by reference in such statement. 

(6) Six copies of the statement required by paragraph (1)(1) of this section, 
every amendment to such statement, and all other material required by this section 
shall be filed with the Corporation. One copy of such statement or amendment 
shall be manually signed. 

(7) Sections 335.5(1), (m) and (n) do not apply to the following communi- 
cations: 

(i) Offers to purchase securities made in connection with a distribution of se- 
curities permitted by Rules 10b-6, 10b-7, and 10b-8 as promulgated by the Secur- 
ities and Exchange Commission under the Act. 

(ii) The call or redemption of any security in accordance with the terms and 
conditions of the governing instruments. 

(iii) Offers to purchase securities evidenced by a script certificate, order form 
or similar document which represents a fractional interest in a share of stock or 
similar security. 

(iv) Offers to purchase securities pursuant to a statutory procedure for the 
purchase of dissenting shareholders’ securities. 

(v) The furnishing of information and advice regarding a tender offer to cus- 
tomers or clients by attorneys, banks, brokers, fiduciaries or investment advisers, 
who are not otherwise participating in the tender offer or solicitation, on the 
unsolicited request of a person or pursuant to a general contract for advice to 
the person to whom the information or advice is given. 

(vi) A communication from a bank to its security holders which does no more 
than (A) identify a tender offer or request or invitation for tenders made by 
another person, (B) state that the management of the bank is studying the matter 
and will, on or before a specified date (which shall be not later than 10 days prior 
to the date specified in the offer, request or invitation, as the last date on which 
tenders will be accepted, or such shorter period as the Corporation may authorize) 
advise security holders as to the management’s recommendation to accept or re- 
ject the offer, request or invitation, and (C) request security holders to defer 
making a determination as to whether or not they should accept or reject the 
offer, request or invitation until they have received the management’s recommen- 
dation with respect thereto. 

(m) Recommendations as to tender offers. (1) No solicitation or recommen- 
dation to the holders of a security to accept or reject a tender offer or request or 
invitation for tenders subject to section 14(d) of the Act shall be made unless, 
at the time copies of the solicitation or recommendation are first published or 
sent or given to holders of the security, the person making such solicitation or 
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recommendation has filed with the Corporation a statement cor. ning the in- 
formation specified by Form F-12; provided, however, that this paragraph shall 
not apply to a person required by § 335.5 (1) to file a statement, or a person, 
other than the bank or the management of the bank, who makes no written solici- 
tations or recommendations other than solicitations or recommendations copies 
of which have otherwise been filed with the Corporation. 

(2) If any material change occurs in the facts set forth in the statement re- 
quired by paragraph (m)(1) of this section, the person who filed such statement 
shall promptly file with the Corporation an amendment disclosing such change. 

(3) Any written solicitation or recommendation to the holders of a security 
to accept or reject a tender offer or request or invitation for tenders subject to 
section 14(d) of the Act shall include the name of the person making such solici- 
tation or recommendation and the information required by Items 1(b), 2(b) of 
Form F-12, or a fair and adequate summary thereof; provided, however, that 
such written solicitation or recommendation may omit any of such information 
previously furnished to the persons to whom the solicitation or recommendation 
is made. 

(n) Change in majority of directors. If, pursuant to any arrangement or under- 
standing with the person or persons acquiring securities in a transaction subject to 
section 13(d) or section 14(d) of the Act, any persons are to be elected or desig- 
nated as directors of the bank, otherwise than at a meeting of security holders, 
and the persons so elected or designated will constitute a majority of the directors 
of the bank, then, not less than 10 days prior to the date any such person takes 
office as a director, or such shorter period to that date as the Corporation may 
authorize upon a showing of good cause therefor, the bank shall file with the Cor- 
poration and transmit to all holders of record of securities of the bank who would 
be entitled to vote at a meeting for election of directors, information substantially 
equivalent to the information which would be required by Items 5(a), (d), (e), 
and (f), 6 and 7 of Form F-5 to be transmitted if such person or persons were 
nominees for election as directors at a meeting of such security holders. 

(0) Solicitation prior to furnishing required proxy statement. (1) Notwith- 
standing the provisions of paragraph (a) of this section, a solicitation (other than 
one subject to paragraph (i) of this section) may be made prior to furnishing 
security holders a written proxy statement containing the information specified 
in Form F-5 with respect to such solicitation if— 

(i) The solicitation is made in opposition to a prior solicitation or an invitation 
for tenders or other publicized activity which, if successful, could reasonably have 
the effect of defeating the action proposed to be taken at the meeting; 

(ii) No form of proxy is furnished to security holders prior to the time the 
written proxy statement required by paragraph (a) of this section is furnished to 
security holders; provided, however, that this paragraph (0)(1)(ii) shall not 
apply where a proxy statement then meeting the requirements of Form F-5 has 
been furnished to security holders by or on behalf of the person making the 
solicitation; 

(iii) The identity of the person or persons by or on whose behalf the solicita- 
tion is made and a description of their interests, direct or indirect, by security 
holdings or otherwise, are set forth in each communication sent or given to 
security holders in connection with the solicitation; and 

(iv) A written proxy statement meeting the requirements of this section is sent 
or given to security holders at the earliest practicable date. 

(2) Three copies of any soliciting material proposed to be sent or given to 
security holders prior to the furnishing of the written proxy statement required by 
paragraph (a) of this section shall be filed with the Corporation in preliminary 
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form at least five business days prior to the date definitive copies of such material 
are first sent or given to security holders, or such shorter period as the Corpora- 
tion may authorize upon a showing of good cause therefor. 


[{ 69.6] § 335.6 Reports of directors, officers, and principal stockholders. 


(a) Filing of statements. (1) Initial statements of beneficial ownership of 
equity securities required by Section 16(a) of the Act shall be filed in duplicate 
on Form F-7 (§ 335.61). Statements of changes in such beneficial ownership 
shall be filed in duplicate on Form F-8 (§335.62). All such statements shall be 
prepared and filed in accordance with the requirements of Form F-7 and F-8, 
respectively. 

(2) A person who is already filing statements pursuant to section 16(a) of the 
Act need not file an additional statement on Form F-7 (§ 335.61) when an addi- 
tional class of equity securities of the same bank becomes registered or when 
such person assumes another or an additional relationship to the bank (for ex- 
ample, when an officer becomes a director). 

(3) Any bank which has equity securities listed on more than one national 
securities exchange may designate one such exchange as the only exchange with 
which reports pursuant to section 16(a) of the Act need be filed. Such designa- 
tion shall be made in writing and shall be filed with the Corporation and with 
each national securities exchange on which any equity security of the bank is 
listed. After the filing of such designation the securities of such banks shall be 
exempted with respect to the filing of statements pursuant to section 16(a) of 
the Act with any exchange other than the designated exchange. 

(4) Any director or officer who is required to file a statement on Form F-8 
with respect to any change in his beneficial ownership of equity securities which 
occurs within six months after he became a director or officer of the bank issuing 
such securities, or within six months after equity securities of such bank first 
became registered pursuant to section 12 of the Act, shall include in the first 
such statement the information called for by Form F-8 with respect to all changes 
in his beneficial ownership of equity securities of such bank which occurred within 
six months prior to the date of the changes which requires the filing of such 
statement. 

(5) Any person who has ceased to be a director or officer of a bank which has 
equity securities registered pursuant to section 12 of the Act, or who is a director 
or officer of a bank at the time it ceased to have any equity securities so regis- 
tered, shall file a statement on Form F-8 with respect to any change in his bene- 
ficial ownership of equity securities of such bank which shall occur on or after 
the date on which he ceased to be such director or officer, or the date on which 
the bank ceased to have any equity securities so registered, as the case may be, if 
such change shall occur within six months after any change in his beneficial owner- 
ship of such securities prior to such date. The statement on Form F-8 shall be 
filed within 10 days after the end of the month in which the reported change 
in beneficial ownership occurs. 

(b) Ownership of more than 10 percent of a class of equity securities. (1) In 
determining, for the purpose of section 16(a) of the Act, whether a person is the 
beneficial owner, directly or indirectly, of more than 10 percent of any class of 
equity securities, such class shall be deemed to consist of the total amount of such 
class outstanding exclusive of any securities of such class held by or for the account 
of the issuer or a subsidiary of the issuer. However, for the purpose of determining 
percentage ownership of voting trust certificates or certificates of deposit for 
equity securities, the class of voting trust certificates or certificates of deposit shall 
be deemed to consist of the amount of voting trust certificates or certificates of 
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deposit issuable with respect to the total amount of outstanding equity securities 
of the class which may be deposited under the voting trust agreement or deposit 
agreement in question whether or not all of such outstanding securities have been 
so deposited. For the purpose of this section, a person acting in good faith may 
rely on the information contained in the latest consolidated financial statement in 
a registration statement or annual report filed with the Corporation under the Act 
with respect to the amount of securities of the class outstanding or in the case of 
voting trust certificates or certificates of deposit the amount thereof issuable. 

(2) In determining for the purpose of section 16(a) of the Act whether a per- 
son is the beneficial owner, directly, or indirectly, of more than 10 percent of any 
class of equity securities, such person shall be deemed to be the beneficial owner 
of securities of such class which such person has the right to acquire through the 
exercise of presently exercisable options, warrants or rights or through the con- 
version of presently convertible securities. The securities subject to such options, 
warrants, rights, or conversion privileges held by a person shall be deemed to be 
outstanding for the purpose of computing, in accordance with paragraph (b) (1) 
of this section, the percentage of outstanding securities of the class owned by such 
person but shall not be deemed outstanding for the purpose of computing the 
percentage of the class owned by any other person. This paragraph shall not be 
construed to relieve any person of any duty to comply with section 16(a) of the 
Act with respect to any equity securities consisting of options, warrants, rights or 
convertible securities which are otherwise subject as a class to that section (of 
the Act). 

(c) Disclaimer of beneficial ownership. 

Any person filing a statement may expressly declare therein that the filing of 
such statement shall not be construed as an admission that such person is, for the 
purpose of Section 16 of the Act, the beneficial owner of any equity securities 
covered by the statement. 

(d) Exemptions from sections 16(a) and 16(b) of the Act. 

(1) During the period of 12 months following their appointment and qualifi- 
cation, securities held by the following persons shall be exempt from sections 
16(a) and 16(b) of the Act: 

(i) Executors or administrators of the estate of a decedent; 

(ii) Guardians or committees for an incompetent; and 

(iii) Receivers, trustees in bankruptcy, assignees for the benefit of creditors, 
conservators, liquidating agents, and other similar persons duly authorized by law 
to administer the estate or assets of other persons. 

(2) After the 12-month period following their appointment or qualification, 
the foregoing persons shall be required to file reports under section 16(a) of the 
Act with respect to a bank’s securities held by the estates which they administer 
and shall be liable for profits realized from trading in such securities pursuant to 
section 16(b) of the Act only when the estate being administered is a beneficial 
owner of more than 10 percent of any class of equity security of a bank. 

(e) Exemption from section 16 of the Act of securities purchased or sold by 
odd-lot dealers. A bank’s securities purchased or sold by an odd-lot dealer (1) 
in odd-lots so far as reasonably necessary to carry on odd-lot transactions or (2) 
in round-lots to offset odd-lot transactions previously or simultaneously executed 
or reasonably anticipated in the usual course of business shall be exempt from the 
provisions of Section 16 of the Act, with respect to participation by such odd-lot 
dealer in such transactions. 

(f) Puts, calls, options, and other rights or obligations subject to section 16(a) 
of the Act. (1) The granting, acquisition or disposition of any presently exer- 
cisable put, call, option, or other right or obligation to buy securities from, or sell 
securities to, another person, or any expiration or cancellation thereof, shall be 
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deemed to effect such a change in the beneficial ownership of the securities to 
which the right or obligation relates as to require the filing of a statement pur- 
suant to section 16(a) of the Act reflecting such change in beneficial ownership. 


Notes: 1. If any such right or obligation is not initially exercisable, the granting and 
acquisition thereof shall be reported in a statement filed for the month in which it 
became exercisable, unless the filing of such statement is otherwise not required. 

2. The right of a pledgee or borrower of securities to sell the pledged or borrowed 
securities is not an option or right to sell securities within the meaning of this section. 
However, the sale of this pledged or borrowed securities by the pledgee or borrower 
shall be reported by the pledgor or lender. 

3. The right to acquire securities, or the obligation to dispose of securities, in con- 
nection with a merger or consolidation involving the issuer of the securities is not a 
right or obligation to buy or sell securities within the meaning of this section. 


(2) For the purpose of section 16(a) of the Act both the grantor and the 
holder of any presently exercisable put, call, option or other right or obligation 
to buy or sell securities shall be deemed to be beneficial owners of the securities 
subject to such right or obligation until it is exercised or canceled or expires. 

(3) Notwithstanding the foregoing, a statement need not be filed pursuant to 
section 16(a) of the Act (i) by any person with respect to the acquisition, expira- 
tion or cancellation of any nontransferable qualified, restricted or other stock op- 
tion granted by the bank for the securities to which the option relates pursuant 
to a plan provided for the benefit of its employees or the employees of its affiliates 
if such plan meets the conditions specified in section 335.6(1) of this chapter or 
(ii) by any bank with respect to any put, call, option or other right or obligation 
to buy or sell securities of which it is the issuer. 


Note: An option, otherwise nontransferable, is deemed to be nontransferable even 
though it may be disposed of by will or by descent and distribution upon the death of 
the holder. 


(4) Nothing in this section shall be deemed to exempt any person from the 
duty to file the statements required upon the exercise of any put, call, option, or 
other right or obligation to buy or sell securities. 

(g) Ownership of securities held in trust. (1) Beneficial ownership of a bank’s 
securities for the purpose of section 16(a) of the Act shall include: (i) the owner- 
ship of such securities as a trustee where either the trustee or members of his 
immediate family have a vested interest in the income or corpus of the trust, (ii) 
the ownership of a vested beneficial interest in a trust, and (iii) the ownership of 
such securities as a settlor of a trust in which the settlor has the power to revoke 
the trust without obtaining the consent of all beneficiaries. 

(2) Except as provided in paragraph (g) (3) of this section, beneficial owner- 
ship of securities of registrant banks solely as a settlor or beneficiary of a trust 
shall be exempt from the provisions of section 16(a) of the Act where less than 
20 percent in market value of the securities having a readily ascertainable market 
value held by such trust (determined as of the end of the preceding fiscal year of 
the trust) consists of equity securities with respect to which reports pursuant to 
section 16(a) of the Act would be required but for an exemption by the Securi- 
ties and Exchange Commission, the Comptroller of the Currency, or the Board of 
Governors of the Federal Reserve System similar to the exemption provided for 
by this sentence. Exemption from section 16(a) of the Act is likewise accorded 
with respect to any obligation that would otherwise be imposed solely by reason 
of ownership as settlor or beneficiary of a bank’s securities held in trust, where 
the ownership, acquisition, or disposition of such securities by the trust is made 
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without prior approval by the settlor or beneficiary. No exemption pursuant to 
this subparagraph shall, however, be acquired or lost solely as a result of changes 
in the value of the trust assets during any fiscal year or during any time when 
there is no transaction by the trust in the securities otherwise subject to the re- 
porting requirements of section 16(a) of the Act. 

(3) In the event that 10 percent of any class of equity security of a bank is 
held in a trust, that trust and the trustees thereof as such shall be deemed a per- 
son required to file the reports specified in section 16(a) of the Act. 

(4) Not more than one report need be filed to report any holdings of a bank’s 
securities or with respect to any transaction in such securities held by a trust, 
regardless of the number of officers, directors, or 10-percent stockholders who are 
either trustees, settlors, or beneficiaries of a trust if the report filed discloses the 
names of all trustees, settlors, and beneficiaries who are officers, directors, or 10- 
percent stockholders. A person having an interest only as a beneficiary of a trust 
shall not be required to file any such report so long as he relies in good faith upon 
an understanding that the trustee of such trust will file whatever reports might 
otherwise be required of such beneficiary. 

(5) In determining, for the purposes of paragraph (a) of this § 335.6, whether 
a person is the beneficial owner, directly or indirectly, of more than 10 percent of 
any class of equity security of a bank, the interest of such person in the remainder 
of a trust shall be excluded. 

(6) No report shall be required by any person, whether or not otherwise sub- 
ject to the requirements of filing reports under section 16(a) of the Act, with re- 
spect to his indirect interest in portfolio securities held by (i) any holding com- 
pany registered under the Public Utility Holding Company Act, (ii) any invest- 
ment company registered under the Investment Company Act, (iii) a pension or 
retirement plan holding securities of a bank whose employees generally are the 
beneficiaries of the plan, and (iv) a business trust with over 25 beneficiaries. 

(h) Exemption of small transactions from section 16(a) of the Act. (1) Any 
acquisition of a bank’s securities shall be exempt from section 16(a) of the Act 
where (i) the person effecting the acquisition does not within six months there- 
after effect any disposition, otherwise than by way of gift, of securities of the same 
class, and (ii) the person effecting such acquisition does not participate in acquisi- 
tions or in dispositions of securities of the same class having a total market value 
in excess of $3,000 for any six-month period during which the acquisition occurs. 

(2) Any acquisition or disposition of a bank’s securities by way of gift, where 
the total amount of such gifts does not exceed $3,000 in market value for any 
six-month period, shall be exempt from section 16(a) of the Act and may be ex- 
cluded from the computations prescribed in paragraph (h)(1) (ii) of this section. 

(3) Any person exempted by paragraph (h)(1) or (2) of this section shall 
include in the first report filed by him after a transaction within the exemption 
a statement showing his acquisitions and dispositions for each six-month period 
or portion thereof that has elapsed since his last filing. 

(i) Exemption from section 16(b) of the Act of transactions that need not be 
reported under section 16(a) of the Act. Any transaction that has been or shall 
be exempted by the Corporation from the requirements of section 16(a) of the 
Act shall, insofar as it is otherwise subject to the provisions of section 16(b) of 
the Act, be likewise exempted from section 16(b) of the Act. 

(j) Exemption from section 16(b) of the Act of certain transactions by regis- 
tered investment companies. Any transaction of purchase and sale, or sale and 
purchase, of any equity security of a bank shall be exempt from the operation 
of section 16(b) of the Act, as not comprehended within the purpose of that 
section, if the transaction is effected by an investment company registered under 
the Investment Company Act of 1940 and both the purchase and sale of such 
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security have been exempted from the provisions of section 17(a) of the Invest- 
ment Company Act of 1940 by an order of the Securities and Exchange Commis- 
sion entered pursuant to section 17(b) of that Act. 

(k) Exemption from section 16(b) of the Act of certain transactions effected 
in connection with a distribution. (1) Any transaction of purchase and sale, or 
sale and purchase, of an equity security of a bank that is effected in connection 
with the distribution of a substantial block of such securities shall be exempt from 
the provisions of section 16(b) of the Act, to the extent specified in this para- 
graph, as not comprehended within the purpose of said section, upon the follow- 
ing conditions: 

(i) The person effecting the transaction is engaged in the business of distribut- 
ing securities and is participating in good faith, in the ordinary course of such 
business, in the distribution of such block of securities; 

(ii) The security involved in the transaction is (A) a part of such block of 
securities and is acquired by the person effecting the transaction, with a view to 
the distribution thereof, from the bank or other person on whose behalf such 
securities are being distributed or from a person who is participating in good 
faith in the distribution of such block of securities, or (B) a security purchased 
in good faith by or for the account of the person effecting the transaction for the 
purpose of stabilizing the market price of securities of the class being distributed 
or to cover an over-allotment or other short position created in connection with 
such distribution; and 

(iii) Other persons not within the purview of section 16(b) of the Act are 
participating in the distribution of such block of securities on terms at least as 
favorable as those on which such person is participating and to an extent at least 
equal to the aggregate participation of all persons exempted from the provisions 
of section 16(b) of the Act by this paragraph. However, the performance of the 
functions of manager of a distributing group and the receipt of a bona fide pay- 
ment for performing such functions shall not preclude an exemption that would 
otherwise be available under this paragraph. 

(2) The exemption of a transaction pursuant to this paragraph with respect 
to the participation therein of one party thereto shall not render such transaction 
exempt with respect to participation of any other party therein unless such other 
party also meets the conditions of this paragraph. 

(1) Exemption from section 16(b) of the Act of acquisitions of shares of stock 
and stock options under certain stock bonus, stock option, or similar plans. Any 
acquisition of shares of a bank’s stock (other than stock acquired upon the ex- 
ercise of an option, warrant, or right) pursuant to a stock bonus, profit sharing, 
retirement, incentive, thrift, savings, or similar plan, or any acquisition of a qual- 
ified or restricted stock option pursuant to a qualified or restricted stock option 
pian, or a stock option pursuant to an employee stock purchase plan, by a direc- 
tor or officer of the bank issuing such stock or stock option shall be exempt from 
the operation of section 16(b) of the Act if the plan meets the following con- 
ditions: 

(1) The plan has been duly approved, directly or indirectly, (i) by the holders 
of a majority of the securities of the bank present, or represented, and entitled 
to vote at the meeting at which it was approved, or by the written consent of 
the holders of a majorfity of the securities of the bank entitled to vote, or (ii) by 
the holders of a majority of the securities of a predecessor so entitled to vote, if 
the plan or obligations to participate thereunder were assumed by the bank in 
connection with the succession; provided, however, that if such vote or written 
consent was not solicited substantially in accordance with the rules and regula- 
tions, if any, in effect under section 14(a) of the Act at the time of such vote 
or written consent, the bank shall furnish in writing to the holders of record of 
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the securities entitled to vote for the plan substantially the same information 
concerning the plan which would be required by the rules and regulations in effect 
under section 14(a) of the Act at the time such information is furnished, if proxies 
to be voted with respect to the approval or disapproval of the plan were then 
being solicited, on or prior to the date of the first annual meeting of security 
holders held subsequent to the later of (A) the first registration of an equity 
security under Section 12 of the Act, or (B) the acquisition of an equity security 
for which exemption is claimed. Such written information may be furnished by 
mail to the last known address of the security holders of record within 30 days 
prior to the date of mailing. Four copies of such written information shall be 
filed with, or mailed for filing to, the Corporation not later than the date on which 
it is first sent or given to security holders of the bank. For the purposes of this 
paragraph, the term “issuer” includes a predecessor corporation if the plan or 
obligations to participate thereunder were assumed by the issuer in connection with 
the succession. 

(2) If the selection of any director or officer of the bank to whom stock may 
be allocated (or to whom qualified, restricted or employee stock purchase plan 
stock options may be granted pursuant to the plan) or the determination of the 
number or maximum number of shares of stock that may be allocated to any 
such director or officer (or that may be covered by qualified, restricted, or em- 
ployee stock purchase plan stock options granted to any director or officer) is 
subject to the discretion of any person, then such discretion shall be exercised 
only as follows: 

(i) With respect to the participation of directors (A) by the board of directors 
of the bank, a majority of which board and a majority of the directors acting in 
the matter are disinterested persons; (B) by, or only in accordance with the 
recommendation of, a committee of three or more persons having full authority 
to act in the matter, all of the members of which committee are disinterested 
persons; or (C) otherwise in accordance with the plan, if the plan specifies the 
number or maximum number of shares of stock that directors may acquire (or 
that may be subject to qualified, restricted, or employee stock purchase plan stock 
options granted to directors) and the terms upon which and the times at which, 
or the periods within which, such stock may be acquired (or such options may 
be acquired and exercised); or sets forth, by formula or otherwise, effective and 
determinable limitations with respect to the foregoing based upon earnings of 
the bank, dividends paid, compensation received by participants, option prices, 
market value of shares, outstanding shares or percentages thereof outstanding 
from time to time, or similar factors. 

(ii) With respect to the participation of officers who are not directors (A) 
by the board of directors of the bank or a committee of three or more directors; 
or (B) by, or only in accordance with the recommendations of, a committee of 
three or more persons having full authority to act in the matter, all of the members 
of which committee are disinterested persons. 

For the purposes of this subparagraph (2), a director or committee member 
shall be deemed to be a disinterested person only if such person is not at the 
time such discretion is exercised eligible and has not at any time within one year 
prior thereto been eligible for selection as a person to whom stock may be allo- 
cated (or to whom qualified, restricted, or employee stock purchase plan stock 
options may be granted) pursuant to the plan or any other plan of the bank or 
any of its affiliates entitling the participants therein to acquire stock or qualified, 
restricted, or employee stock purchase plan stock options of the bank or any of 
its affiliates. 

(3) As to each participant or as to all participants the plan effectively limits 
the aggregate dollar amount or the aggregate number of shares of stock that may 
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be allocated (or may be subject to qualified, restricted, or employee stock purchase 
plan stock options granted) pursuant to the plan. The limitations may be estab- 
lished on an annual basis, or for the duration of the plan, whether or not the 
plan has a fixed termination date. Such limitations may be determined either by 
fixed or maximum dollar amounts, fixed or maximum numbers of shares, formulas 
based upon earnings of the bank, dividends paid, compensation received by partici- 
pants, option prices, market value of shares, outstanding shares or percentages 
thereof outstanding from time to time, or similar factors that will result in an 
effective and determinable limitation. Such limitations may be subject to any 
provisions for adjustment of the plan or of stock allocable (or options outstanding 
thereunder) to prevent dilution or enlargement of rights. 

(4) The term “exercise if an option, warrant or right” contained in the paren- 
thetical clause of the first paragraph of this subsection shall not include (i) the 
making of an election to receive under any plan compensation in the form of 
stock or credits therefor provided that such election is made either prior to the 
making of the award or prior to the fulfillment of all conditions to the receipt of 
the compensation and, provided further, than such election is irrevocable until at 
least six months after termination of employment; (ii) the subsequent crediting 
of such stock; (iii) the making of any election as to the time for delivery of such 
stock after termination of employment, provided that such election is made at 
least six months prior to any such delivery; (iv) the fulfillment of any condition 
to the absolute right to receive such stock; or (v) the acceptance of certificates 
for shares of such stock. 

(m) Exemption from section 16(b) of the Act of long-term profits incident to 
sales within six months of the exercise of an option. (1) To the extent specified 
in paragraph (m)(2) of this section, transactions involving the purchase and 
sale, or sale and purchase, of any equity security of a bank shall be exempt from 
the operation of section 16(b) of the Act, as not comprehended within the pur- 
pose of that section, if such purchase is pursuant to the exercise of an option, 
warrant, or right either (i) acquired more than six months before its exercise, 
or (ii) acquired pursuant to the terms of an employment contract entered into 
more than six months before its exercise. 

(2) With respect to transactions specified in paragraph (m)(1) of this sec- 
tion, the profits inuring to the bank pursuant to section 16(b) of the Act shall 
not exceed the difference between the proceeds of sale and the lowest market price 
of any security of the same class within six months before or after the date of 
sale. Nothing in this paragraph shall be deemed to enlarge the amount of profit 
that would inure to the bank in the absence of this paragraph. 

(3) The disposition of any equity security of a bank shall be exempt from the 
operation of section 16(b) of the Act, as not comprehended within the purpose 
of that section, if purchased in a transaction specified in paragraph (m)(1) of 
this section, pursuant to a plan or agreement for merger or consolidation, or 
reclassification of the bank’s securities or for the exchange of its securities for the 
securities of another person that has acquired its assets, where the terms of such 
plan or agreement are binding upon all stockholders of the bank except to the 
extent that dissenting stockholders may be entitled, under statutory provisions or 
provisions contained in the bank’s charter, to receive the appraised or fair value 
of their holdings. 

(4) The exemptions provided by this paragraph (m) shall not apply to any 
transaction made unlawful by section 16(c) of the Act or by any regulations 
thereunder. 

(5) The burden of establishing market price of a security for the purpose of 
this subsection shall rest upon the person claiming the exemption. 

(n) Exemptions from section 16(b) of the Act of dispositions of equity securi- 
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ties pursuant to certain mergers or consolidations incident to formation of a bank 
holding company. (1) There shall be exempt from the provisions of section 16(b) 
of the Act, as not comprehended within the purpose of that section, the disposi- 
tion of any equity security, pursuant to a merger or consolidation, of a bank 
which, prior to said merger or consolidation, held over 85 percent of the com- 
bined assets of all the companies undergoing merger or consolidation, as deter- 
mined by reference to their most recent available financial statements for a 12- 
month period prior to the merger or consolidation, if, in such merger or consolida- 
tion, there are issued, in exchange for such equity securities of such bank, equity 
securities of a bank holding company as defined in the Bank Holding Company 
Act of 1956, as amended. 

(2) Notwithstanding the foregoing, if an officer, director, or stockholder shall 
make any purchase (other than a purchase exempted by this rule or any other 
rule under section 16(b) of the Act) of an equity security of any company in- 
volved in the merger or consolidation and any sale (other than a sale exempted 
by this rule or any other rule under section 16(b) of the Act) of an equity se- 
curity in any other company involved in the merger or consolidation within any 
period of less than six months during which the merger or consolidation took 
place, the exemption provided by this rule shall be unavailable to such officer, 
director, or stockholder to the extent of such purchase and sale. 

(0) Exemption from section 16(b) of the Act of transactions involving the 
deposit or withdrawal of equity securities under a voting trust or deposit agree- 
ment. Any acquisition or disposition of an equity security involved in the deposit 
of such security under, or the withdrawal of such security from, a voting trust or 
deposit agreement, and the acquisition or disposition in connection therewith of 
the certificate representing such security, shall be exempt from the operation of 
section 16(b) of the Act if substantially all of the assets held under the voting 
trust or deposit agreement, immediately after the deposit or immediately prior 
to the withdrawal as the case may be, consisted of equity securities of the same 
class as the security deposited or withdrawn; provided, however, that this sub- 
section shall not apply to the extent that there shall have been either (1) a pur- 
chase of an equity security of the class deposited and a sale of any certificate 
representing an equity security of such class, or (2) a sale of an equity security 
of the class deposited and a purchase of any certificate representing an equity 
security of such class (otherwise than in a transaction involved in such deposit 
or withdrawal or in a transaction exempted by any other provision under section 
16(b) of the Act within a period of less than six months which includes the date 
of the deposit or withdrawal. 

(p) Exemption from section 16(b) of the Act of transactions involving the 
conversion of equity securities. (1) Any acquisition or disposition of an equity 
security involved in the conversion of an equity security which, by its terms or 
pursuant to the terms of the corporate charter or other governing instruments, is 
convertible immediately or after a stated period of time into another equity security 
of the same bank shall be exempt from the operation of section 16(b) of the Act; 
provided, however, that this subsection shall not apply to the extent that there shall 
have been either (i) a purchase of any equity security of the class convertible 
(including any acquisition of or change in a conversion privilege) and a sale of 
any equity security of the class issuable upon conversion, or (ii) a sale of any 
equity security of the class convertible and any purchase of any equity security 
issuable upon conversion (otherwise than in a transaction involved in such con- 
version or in a transaction exempted by any other provision under section 16(b) 
of the Act within a period of less than six months which includes the date of 
conversion. 





{ 69.6 REGULATIONS—12 C.F.R. PT. 335 1-246 


(2) For the purpose of this subsection, an equity security shall not be deemed 
to be acquired or disposed of upon conversion of an equity security if the terms 
of the equity security converted require the payment or entail the receipt, in con- 
nection with such conversion, of cash or other property (other than equity securi- 
ties involved in the conversion) equal in value at the time of conversion to more 
than 15 percent of the value of the equity security issued upon conversion. 

(3) For the purpose of this subsection, an equity security shall be deemed 
convertible if it is convertible at the option of the holder or of some other person 
or by operation of the terms of the security or the governing instruments. 

(q) Exemption from section 16(b) of the Act of certain transactions involving 
the sale of subscription rights. (1) Any sale of a subscription right to acquire any 
subject security of the same bank shall be exempt from the provisions of section 
16(b) of the Act to the extent prescribed in this section, as not comprehended 
within the purpose of said section of the Acct, if: 

(i) Such subscription right is acquired, directly or indirectly, from the bank 
without the payment of consideration; 

(ii) Such subscription right by its terms expires within 45 days after the issu- 
ance thereof; and 

(iii) Such subscription right by its terms is issued on a pro rata basis to all 
holders of the beneficiary security of the bank. 

(2) When used within this paragraph (q), the following terms shall have the 
meaning indicated. 

(i) The term “subscription right” means any warrant or certificate evidencing 
a right to subscribe to or otherwise acquire an equity security. 

(ii) The term “beneficiary security” means a security registered pursuant to 
Section 12 of the Act to the holders of which a subscription right is granted. 

(iii) The term “subject security” means a security which is the subject of a 
subscription right. 

(3) Notwithstanding anything contained herein to the contrary, if a person 
purchases subscription rights for cash or other consideration, then a sale by such 
person of subscription rights otherwise exempted by this rule will not be so ex- 
empted to the extent of such purchases within the 6-month period preceding or 
following such sale. 

(r) Exemption of certain securities from section 16(c) of the Act. Any equity 
security of a bank shall be exempt from the operation of section 16(c) of the Act 
to the extent necessary to render lawful under such section the execution by a 
broker of an order for an account in which he has no direct or indirect interest. 

(s) Exemption from section 16(c) of the Act of certain transactions effected 
in connection with a distribution. Any equity security of a bank shall be exempt 
from the operation of section 16(c) of the Act to the extent necessary to render 
lawful under such section any sale made by or on behalf of a dealer in connection 
with a distribution of a substantial block of the bank’s securities, upon the fol- 
lowing conditions: 

(1) The sale is made with respect to an overallotment in which the dealer is 
participating as a member of an underwriting group, or the dealer or a person 
acting on his behalf intends in good faith to offset such sale with a security to be 
acquired by or on behalf of the dealer as a participant in an underwriting, selling 
or soliciting-dealer group of which the dealer is a member at the time of the sale, 
whether or not the security to be so acquired is subject to a prior offering to 
existing security holders or some other class of persons; and 

(2) Other persons not within the purview of section 16(c) of the Act are 
participating in the distribution of such block of securities on terms at least as 
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favorable as those on which such dealer is participating and to an extent at least 
equal to the aggregate participation of all persons exempted from the provisions 
of section 16(c) of the Act by this paragraph. The performance of the functions 
of manager of a distributing group and the receipt of a bona fide payment for 
performing such functions shall not, however, preclude an exemption that would 
otherwise be available under this paragraph. 

(t) Exemption of sales of securities to be acquired. (1) Whenever any person 
is entitled, as an incident to his ownership of an issued equity security of a bank 
and without the payment of consideration, to receive another security of the bank 
“when issued” or “when distributed,” the security to be acquired shall be exempt 
from the operation of section 16(c) of the Act if (i) the sale is made subject to 
the same conditions as those attaching to the right of acquisition, (ii) such person 
exercises reasonable diligence to deliver such security to the purchaser promptly 
after his right of acquisition matures, and (iii) such person reports the sale on 
the appropriate form for reporting transactions by persons subject to section 16(a) 
of the Act. 

(2) This paragraph (t) shall not be construed as exempting transactions in- 
volving both a sale of a security “when issued” or “when distributed” and a sale 
of the security by virtue of which the seller expects to receive the “when issued” 
or “when distributed” security, if the two transactions combined result in a sale 
of more units than the aggregate of those owned by the seller plus those to be 
received by him pursuant to his right of acquisition. 

(u) Arbitrage transactions under section 16 of the Act. It shall be unlawful 
for any director or officer of a bank to effect any foreign or domestic arbitrage 
transaction in any equity security of the bank unless he shall include such trans- 


action in the statements required by section 16(a) of the Act and paragraph (a) 
of this section and shall account to such bank for the profits arising from such 
transaction, as provided in section 16(b) of the Act. The provisions of section 
16(c) of the Act shall not apply to such arbitrage transactions. The provisions of 
paragraph (a) of this section and of section 16 of the Act shall not apply to any 
bona fide foreign or domestic arbitrage transaction insofar as it is effected by any 
person other than such director or officer of the bank issuing such security. 


[{ 69.7] § 335.7 Form and content of financial statements. 


(a) Application. This section, together with such releases on accounting prin- 
ciples and practices as the Corporation may from time to time issue with respect 
to specfic areas, states the requirements applicable to the form and content of all 
financial statements required to be filed as a part of registration statements under 
section 12, annual or other reports under section 13, and proxy and information 
statements under section 14 of the Act, except as otherwise specifically provided 
in forms which are to be used for registration and reporting under these sections 
of the Act. 

(b) The term “financial statements,” as used in this section, shall be deemed 
to include all notes to the statements and all related schedules. 

(c) Principles of financial reporting. Financial statements filed with the Cor- 
poration pursuant to this Part shall be prepared in accordance with generally 
accepted accounting principles and practices applicable to banks. 

(d) Verification—(1) General. (i) Every verification with respect to financial 
statements filed pursuant to this Part shall be dated, shall be signed manually, and 
shall identify without detailed enumeration the financial statements covered by 
the verification. 
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(ii) If the person or persons making a verification considers that he must take 
exceptions or express qualifications with respect thereto, each such exception or 
qualification shall be stated specifically and clearly and, to the extent practicable, 
shall indicate the effect of the matter on the financial statements to which it 
relates. 

(2) Opinions to be expressed by principal accounting officer and auditor. 
Every verification by a bank’s principal accounting officer and auditor shall state: 

(i) The opinions of such persons with respect to the financial statements 
covered by the verification and the accounting principles and practices reflected 
therein; and 

(ii) The opinions of such persons as to any material changes in accounting 
principles or practices or in the method of applying the accounting principles or 
practices, or adjustments of the accounts, required to be set forth by paragraph 
(c)(5) of this section. 

(3) Certification by independent public accountants—(i) Qualifications of 
independent public accountants. (A) The Corporation will not recognize any 
person as an independent public accountant who is not registered or licensed to 
practice as a public accountant by a regulatory authority of a State and in good 
standing with such authority as such an accountant. 

(B) The Corporation will not recognize as independent a public accountant 
who is not in fact independent. For example, an accountant will be considered 
not independent with respect to any person or any of its parents, its subsidiaries, 
or other affiliates (/) in which, during the period of his professional engagement 
to examine the financial statements being reported on or at the date of his report, 
he or his firm or a member thereof had, or was committed to acquire, any direct 
financial interest or any material indirect financial interest; (2) with which, during 
the period of his professional engagement to examine the financial statements 
being reported on, at the date of his report or during the period covered by the 
financial statements, he or his firm or a member thereof was connected as a 
promoter, underwriter, voting trustee, director, officer, or employee except that 
a firm will not be deemed not independent in regard to a particular person if a 
former officer or employee of such person is employed by the firm and such indi- 
vidual has completely disassociated himself from the person and its affiliates and 
does not participate in auditing financial statements of the person or its affiliates 
covering any period of his employment by the person. For the purposes of this 
§ 335.7 the term “member” means all partners in the firm and all professional 
employees participating in the audit or located in an office of the firm participating 
in a significant portion of the audit. 

(C) In determining whether a public accountant may be, in fact, not inde- 
pendent with respect to a particular person, the Corporation will give appropriate 
consideration to all relevant circumstances, including evidence bearing on all 
relationships between the accountant and that person or any affiliate thereof, and 
will not confine itself to the relationships existing in connection with the filing of 
reports with the Corporation. 

(ii) General requirements of accountant’s reports. (A) Technical requirements. 
Every accountant’s report with respect to financial statements filed pursuant to 
this Part shall be dated, shall be signed manually, shall indicate the city and state 
where issued, and shall identify without detailed enumeration the financial state- 
ments covered by the accountant’s report. 

(B) Representation as to the audit. The independent public accountant’s 
certificate—(J/) shall state whether the audit was made in accordance with gen- 
erally accepted auditing standards; and 
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(2) shall designate any auditing procedures deemed necessary by the accountant 
in the circumstances of the particular case that have been omitted and the reasons 
for their omission. Nothing in this provision shall be construed to imply authority 
for the omission of any procedure which independent accountants would ordinarily 
employ in the course of an audit made for the purpose of expressing the opinions 
required by paragraph (d)(3)(ii)(C) of this section shall be omitted. 

(C) Opinions to be expressed. The independent public accountant’s certificate 
shall state: 

(1) The oipnion of the accountant with respect to the financial statements 
covered by the certificate and the accounting principles and practices reflected 
therein; 

(2) The opinion of the accountant as to the consistency of the application of 
the accounting principles, or as to any changes in such principles which have a 
material effect on the financial statements as required to be set forth by paragraph 
(c)(5) of this section; and 

(3) The nature of, and the opinion of the accountant as to any material differ- 
ences between the accounting principles and practices reflected in the financial 
statements and those reflected in the accounts after the entry of adjustments for 
the period under review. 

(D) Exceptions. If the accountant making the report considers that he must 
take exceptions or express qualifications with respect thereto, each such exception 
or qualification shall be stated specifically and clearly and, to the extent practi- 
cable, shall indicate the effect of the matter on the financial statements to which 
it relates. 

(iii) Examinations of financial statements of persons other than the bank. If 
a bank is required to file financial statements of any other person, such statements 
need not be examined if examination of such statements would not be required if 
such person were itself the bank. 

(iv) Examination of financial statements by more than one independent public 
accountant. If, with respect to the certification of the financial statements of any 
bank, the principal independent public accountant relies on an examination made 
by another independent public accountant of certain of the accounts of such bank 
or its affiliates, the certificate of such other accountant shall be filed (and the 
provisions of this subparagraph shall be applicable thereto); however, the cer- 
tificate of such other accountant need not be filed (A) if no reference is made 
directly or indirectly to such other accountant’s examination in the principal 
accountant’s certificate, or (B) if, having referred to such other accountant’s 
examination, the principal accountant states in his certificate that he assumes 
responsibility for such other accountant’s examination in the same manner as if 
it had been made by him. 

(e) Provisions of general applications—(1) Requirements as to form. Finan- 
cial statements shall be prepared in accordance with the applicable requirements 
of Forms—9A, B, C, D and E. All money amounts required to be shown in 
financial statements may be expressed in even dollars, thousands of dollars, or 
hundred thousands of dollars as appropriate. If shown in even thousands, or in 
even hundred of thousands of dollars, an indication to that effect shall be inserted 
immediately beneath the caption of the statement or schedule, or at the top of 
each money column. The individual amounts shown need not be adjusted to the 
nearest dollar, thousand or hundred of thousands if the failure of the items to add 
to the totals shown is stated in a note as due to the dropping of amounts of less 
than $1, $1,000 or $100,000, as appropriate. 

(2) Negative amounts—negative amounts (red figures) shall be shown in 
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brackets or parentheses and so described in the related caption, columnar heading 
or a note to the statement or schedule, as appropriate. 

(3) Items not material. If the amount that would otherwise be required to be 
shown with respect to any items is not material, it need not be separately set forth. 

(4) Inapplicable captions and omission of unrequired or inapplicable financial 
statements. No caption need be shown in any financial statement required by the 
forms set forth in this Part as to which the items and conditions are not present. 
Financial statements not required or inapplicable because the required matter is 
not present need not be filed, but the statements omitted and the reasons for their 
omission shall be indicated in the list of financial statements required by the 
applicable form. 

(5) Omission of substantially identical notes. If a note covering substantially 
the same subject matter is required with respect to two or more financial state- 
ments relating to the same or affiliated persons, for which separate sets of notes 
are presented, the required information may be shown in a note to only one of 
such statements provided, however, that a clear and specific reference thereto is 
made in each of the other statements with respect to which the note is required. 

(6) Omission of names of certain subsidiaries. Notwithstanding the require- 
ments as to particular statements, subsidiaries, the names of which are permitted 
to be omitted from the list of affiliates required by the applicable form, need not 
be named in any financial statement. Reasonable grouping of such subsidiaries 
may be made, with an explanatory group caption which shall state the number of 
subsidiaries included in the group. 

(7) Additional information. In addition to the information required with re- 
spect to any financial statement, such further information shall be furnished as 
is necessary to make the required statements, in the light of the circumstances 
under which they are made, not misleading. 

(8) Changes in accounting principles and practices and retroactive adjustments 
of accounts. Any change in accounting principle or practice, or in the method 
of applying any accounting principle or practice, made during any period for 
which financial statements are filed that affects comparability of such financial 
statements with those of prior or future periods, and the effect thereof upon the 
net income for each period for which financial statements are filed, shall be dis- 
closed in a note to the appropriate financial statement. Any material retroactive 
adjustment made during any period for which financial statements are filed, and 
the effect thereof upon net income of prior periods, shall be disclosed in a note to 
the appropriate financial statement. 

(9) Summary of accounting principles and practices. Information required in 
notes as to accounting principles and practices reflected in the financial statements 
may be presented in the form of a single statement. In such a case specific refer- 
ences shall be made in the appropriate financial statements to the applicable por- 
tion of such single statement. 

(10) Reacquired evidence of indebtedness. Reacquired evidences of indebted- 
ness shall be deducted from the appropriate liability caption. However, reacquired 
evidences of indebtedness held for pension and other special funds not related to 
the particular issues may be shown as assets of such funds: Provided, that there 
be stated parenthetically the amount of such evidences of indebtedness, the cost 
thereof, and the amount at which stated. 

(11) Reacquired shares. Reacquired shares not retired shall be shown sepa- 
rately as a deduction from capital shares, or from the total of capital shares and 
other stockholders’ equity, or from other stockholders’ equity, at either par or 
stated value, or cost, as circumstances require. 

(12) Foreign currencies. The basis of conversion of all items in foreign cur- 
rencies shall be stated, and the amount and disposition of the resulting unrealized 
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profit or loss shown. Disclosure should be made as to the effect, insofar as this 
can be reasonably determined, of foreign exchange restrictions upon the con- 
solidated financial position and operating results of the bank and its subsidiaries. 

(13) Commitments. If material in amount, the pertinent facts relative to firm 
commitments for the acquisition, directly or indirectly, of permanent or long-term 
investments and property, plant and equipment and for the purchase, repurchase, 
construction, or rental of assets under material leases shall be stated briefly in the 
balance sheet or in footnotes referred to therein. 

(14) General notes to balance sheets. If present with respect to the person for 
which the statement is filed, the following shall be set forth in the balance sheet or 
in referenced notes thereto: 

(i) Assets subject to lien. The amounts of assets mortgaged, pledged, or other- 
wise subject to a lien or security interest shall be designated and the obligation se- 
cured thereby, if any, shall be identified briefly. 

(ii) Intercompany profits and losses. The effect upon any balance sheet item 
of profits or losses resulting from transactions with affiliated companies not con- 
solidated shall be stated. If impracticable of accurate determination without un- 
reasonable effort or expense, an estimate or explanation shall be given. 

(iii) Preferred shares. (A) If callable, the date or dates and the amount per 
share at which such shares are callable shall be stated, if convertible, the terms of 
the conversion shall be stated briefly; (B) arrears in cumulative dividends per 
share and in total for each class of shares shall be stated; and (C) preferences on 
involuntary liquidation, if other than the par or stated value, shall be shown. When 
the excess involved is material, there shall be shown the difference between the 
aggregate preference on involuntary liquidation and the aggregate par or stated 
value, a statement that this difference (plus any arrears in dividends) exceeds 
the sum of the par or stated value of the junior capital shares, surplus, and un- 
divided profits if such is the case, and a statement as to the existence (or absence) 
of any restrictions upon surplus and/or undivided profits growing out of the fact 
that upon involuntary liquidation the preference of the preferred stock exceeds its 
par or stated value. 

(iv) Pension and retirement plans. (A) A brief description of the essential 
provisions of any employee pension or retirement plan and of the accounting and 
funding policies relating thereto shall be given; (B) the estimated annual cost of 
the plan shall be stated; (C) the excess, if any, of the actuarially computed value 
of vested benefits over the total of the pension fund and any balance sheet pension 
accruals, less any pension prepayments or deferred charges, shall be given as of 
the most recent practicable date; (D) if a plan has not been funded or otherwise 
provided for, the estimated amount that would be necessary to fund or otherwise 
provide for the past-service cost of the plan shall be disclosed as of the date most 
recently determined; and (E) a statement shall be given of the nature and effect 
of significant matters affecting comparability of pension costs for any periods for 
which income statements are presented. 

(v) Capital stock optioned to officers and employees. (A) A brief description 
of the terms of each option arrangement shall be given, including the title and 
amount of securities subject to the option, the year or years during which the 
options were granted, and the year or years during which the optionees became, 
or will become, entitled to exercise the options. 

(B) There shall be stated the number of shares under option at the balance 
sheet date, and the option price and the fair value thereof (per share and in total) 
at the dates the options were granted; the number of shares with respect to which 
options became exercisable during the period, and the option price and the fair 
value thereof (per share and in total) at the dates the options became exercisable; 
and the number of shares with respect to which options were exercised during the 
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period, and the option price and the fair value thereof (per share and in total) at 
the dates the options were exercised; and the number of unoptioned shares avail- 
able at the beginning and at the close of the latest period presented, for the 
granting of options under an option plan. A brief description of the terms of 
each other arrangement covering shares sold or offered for sale to only directors, 
officers and key employees shall be given, including the number of shares, and the 
offered price and the fair value thereof (per share and in total) at the dates of 
sale or offer to sell, as appropriate. The required information may be summarized 
as appropriate with respect to each of the categories referred to in this sub-clause. 

(C) The basis of accounting for such option arrangements and the amount of 
charges, if any, reflected in income with respect thereto shall be stated. 

(vi) Restrictions that limit the availability of surplus and/or undivided profits 
for dividend purposes. Any such restriction, other than as reported in (e) (12) (iii) 
of this section shall be described, indicating briefly its source, its pertinent pro- 
visions, and, where appropriate and determinable, the amount of the surplus 
and/or undivided profits so restricted. 

(vii) Contingent liabilities. A brief statement as to contingent liabilities not 
reflected in the balance sheet shall be made. 

(viii) Standby letters of credit. State the amount of outstanding “standby let- 
ters of credit.” For the purpose of this paragraph, “standby letters of credit” in- 
clude every letter of credit (or similar arrangement however named or designated) 
which represents an obligation to the beneficiary on the part of the issuer (A) to 
repay money borrowed by or advanced to or for the account of the account party, 
or (B) to make payment on account of any evidence of indebtedness undertaken 
by the account party, or (C) to make payment on account of any default by the 
account party in the performance of an obligation,' except that, if prior to or at the 
time of issuance of a standby letter of credit, the issuing bank (/) is paid an 
amount equal to the bank’s maximum liability under the standby letter of credit, 
or (2) has set aside sufficient funds in a segregated, clearly earmarked deposit 
account to cover the bank’s maximum liability under the standby letter of credit, 
then the amount of that standby letter of credit need not be stated. 

(ix) Defaults. The facts and amounts concerning any default in principal, 
interest, sinking fund, or redemption provisions with respect to any issue of secur- 
ities or credit agreements, or any breach of covenant of a related indenture or 
agreement, which default or breach existed at the date of the most recent balance 
sheet being filed and which has not been subsequently cured, shall be stated. 
Notation of such default or breach of covenant shall be made in the financial 
statements and the entire amount of obligations to which the defauit or breach 
relates shall be classified as a current liability if said default or breach accelerates 
the maturity of the obligations and makes it current under the terms of the related 
indenture or agreement. Classification as a current obligation is not required if 
the lender has waived the accelerated due date or otherwise agreed to a due 
date more than one year from the balance sheet date. If a default or breach exists, 
but acceleration of the obligation has been waived for a stated period of time 
beyond the date of the most recent balance sheet being filed, state the amount of 
the obligation and the period of the waiver. 

(x) Bonus, profit sharing, and other similar plans. Describe the essential pro- 





1 As defined, “standby letter of credit” would not include (1) commercial letters of 
credit and similar instruments where the issuing bank expects the beneficiary to draw 
upon the issuer and which do not “guaranty” payment of a money obligation or (2) a 
guaranty or similar obligation issued by a foreign branch in accordance with and sub- 
ject to the limitations of Regulation M of the Board of Governors of the Federal Reserve 
System. 
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visions of any such plans in which only directors, officers or key employees may 
participate, and state, for each of the fiscal periods for which income statements are 
required to be filed, the aggregate amount provided for all plans by charges to 
expense. 

(xi) Significant changes in bonds, mortgages, and similar debt. Any significant 
changes in the authorized or issued amounts of bonds, mortgages, and similar debt 
since the date of the latest balance sheet being filed for a particular person or 
group shall be stated. 

(15) General notes to statements of income. If present with respect to the 
person for which the statement is filed, the following shall be set forth in state- 
ment of income or in referencing notes thereto: 

(i) Intercompany profits and losses. The amount of any profits or losses re- 
sulting from transactions between unconsolidated affiliated companies shall be 
stated. If impracticable of determination without unreasonable effort and expense, 
an estimate or explanation shall be given. 

(ii) Bases of revenue recognition. If revenue is subject to alternative methods 
of recognition, such as deferral, the basis of taking profits into income shall be 
stated. 

(iii) Depreciation and amortization. For the period for which statements of in- 
come are filed, there shall be stated the policy followed with respect to: (A) The 
provision for depreciation, depletion, obsolescence, and amortization of physical 
properties and capitalized leases, including the methods and, if practicable, the rates 
used in computing the annual amounts; (B) the provision for depreciation and 
amortization of intangible assets or the lack of such provision, including the meth- 
ods and, if practicable, the rates used in computing the annual amounts; (C) the 
accounting treatment for maintenance, repairs, renewals, and improvements; and 
(D) the adjustment of accumulated depreciation, depletion, obsolescence, and 
amortization at the time the properties are retired or otherwise disposed of includ- 
ing the disposition of any gain or loss on sale of such properties. 

(iv) Income tax expense—(A) Disclosure shall be made, in the income state- 
ment or a note thereto, of the components of income tax expense, including: 
(1) taxes currently payable; (2) the net tax effects, as applicable, of (i) timing 
differences (indicate separately the amount of the estimated tax effect of each of 
the various types of timing differences. Types of timing differences that are in- 
dividually less than 15 percent of the deferred tax amount in the income statement 
may be combined. If no individual type of difference is more than five percent of 
the amount computed by multiplying the income before tax by the applicable 
statutory Federal income tax rate and the aggregate amount of timing differences 
is less than five percent of such computed amount, disclosure of each of the 
separate types of timing differences may be omitted) and (ii) operating losses; 
and (3) the net deferred investment tax credit. Amounts applicable to United 
States Federal income taxes, to foreign income taxes and to other income taxes 
shall be stated separately for each major component, unless the amounts appli- 
cable to foreign and other income taxes do not exceed five percent of the total for 
the component. 

(B) If it is expected that the cash outlay for income taxes with respect to any 
of the succeeding three years will substantially exceed income tax expense for 
such year, that fact should be disclosed together with the approximate amount of 
the excess, the year (or years) of occurrence and the reasons therefor. 

(C) Provide a reconciliation between the amount of reported total income tax 
expense and the amount computed by multiplying the income before tax by the 
applicable statutory Federal income tax rate, showing the estimated dollar amount 
of each of the underlying causes for the difference. If no individual reconciling 
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item amounts to more than five percent of the amount computed by multiplying the 
income before tax by the applicable statutory Federal income tax rate, and the 
total difference to be reconciled is less than five percent of such computed amount 
no reconciliation need be provided unless it would be significant in appraising the 
trend of earnings. Reconciling items that are individually less than five percent of 
the computed amount may be aggregated in the reconciliation. The reconciliation 
may be presented in percentages rather than in dollar amounts. 

(v) Warrants or rights outstanding. Information with respect to warrants or 
rights outstanding at the date of the related balance sheet shall be set forth as 
follows: 

(A) Title of issue of securities called for by warrants or rights. 

(B) Aggregate amount of securities called for by warrants or rights outstanding. 

(C) Date from which warrants or rights are exercisable and expiration date. 

(D) Price at which warrant or right is exercisable. 

(vi) Leased assets and lease commitments. Any contractual arrangement 
which has the economic characteristics of a lease shall be considered a lease for 
purposes of this rule. For purposes of this rule, a financing lease is defined as a 
lease which during the noncancelable lease period either (A) covers 75 percent 
or more of the economic life of the property or (B) has terms which assure the 
lessor a full recovery of the fair market value (which would normally be repre- 
sented by his investment) of the property at the inception of the lease plus a 
reasonable return on the use of the assets invested subject only to limited risk 
in the realization of the residual interest in the property and the credit risks gen- 
erally associated with secured loans. The disclosures set forth under paragraph 
(e)(15)(vi)(7) and (2) below are only required if gross rental expense in the 
most recent fiscal year exceeds one percent of consolidated revenues. 

(7) Total rental expense (reduced by rentals from subleases, with disclosure of 
such amounts) entering into the determination of results of operations for each 
period for which an income statement is presented shall be disclosed. Rental pay- 
ments under short-term leases for a month or less which are not expected to be 
renewed need not be included. Contingent rentals, such as those based upon usage 
or sales, shall be reported separately from the basic or minimum rentals. Rentals 
on noncapitalized financing leases shall be shown separately for both categories 
of rentals reported. 

(2) The minimum rental commitments under all noncancelable leases shall be 
disclosed, as of the date of the latest balance sheet presented, in the aggregate 
(with disclosure of the amounts applicable to noncapitalized financing leases) for 
(i) each of the five succeeding fiscal years; (ii) each of the next three five-year 
periods; and (iii) the remainder as a single amount. The amounts so determined 
should be reduced by rentals to be received from existing noncancelable subleases 
(with disclosure of the amounts of such rentals). For purposes of this rule, a 
noncancelable lease is defined as one that has an initial or remaining term of more 
than one year and is noncancelable, or is cancelable only upon the occurrence of 
some remote contingency or upon the payment of a substantial penalty. 

(3) Additional disclosures shall be made to report in general terms: (i) the 
basis for calculating rental payments if dependent upon factors other than the 
lapse of time; (ii) existence and terms of renewal or purchase options, escalation 
clauses, etc.; (iii) the nature and amount of related guarantees made or obliga- 
tions assumed; (iv) restrictions on paying dividends, incurring additional debt, 
further leasing, etc.; and (v) any other information necessary to assess the effect 
of lease commitments upon the financial position, results of operations, and 
changes in financial position of the lessee. 

(4) For all noncapitalized financing leases there shall be disclosed: (i) The 
present values of the minimum lease commitments in the aggregate and by major 
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categories of properties, such as real estate, and equipment. Present values shall 
be computed by discounting net lease payments (after subtracting, if practicable, 
estimated or actual amounts, if any), applicable to taxes, insurance, maintenance, 
and other operating expenses at the interest rate implicit in the terms of each 
lease at the time of entering into the lease. Such disclosure shall be made as of 
the date of any balance sheet presented. If the present value of the minimum lease 
commitments is less than five percent of the sum of long-term debt, stockholders’ 
equity and the present value of the minimum lease commitments, and if the im- 
pact on net income required to be disclosed under (iv) below is less than three 
percent of the average net income for the most recent three years, this disclosure 
is not required. 

(ii) Either the weighted average interest rate (based on present value) and 
range or rates or specific interest rates for all lease commitments included in the 
amount disclosed under (e)(15)(B)(4)(i) above. 

(iii) The present value of rentals to be received from existing noncancelable 
subleases of property included under (e)(15)(B)(4)(i) above based on the in- 
terest rate implicit in the terms of the subleases at the times of entering into the 
subleases. 

(iv) The impact upon net income for each period for which an income state- 
ment is presented if all noncapitalized financing leases were capitalized, related 
assets were amortized on a straightline basis and interest cost was accrued on the 
basis of the outstanding lease liability. The amounts of amortization and interest 
cost included in the computation shall be separately identified. If the impact on 
net income is less than three percent of the average net income for the most 
recent three years, that fact may be stated in lieu of this disclosure. In calculating 
average net income, loss years should be excluded. If losses were incurred in 
each of the most recent three years, the average loss shall be used for purposes 
of this test. 

(vii) Interest capitalized—(A) The amount of interest cost capitalized in each 
period for which an income statement is presented shall be shown within the in- 
come statement. Banks which follow a policy of capitalizing interest cost shall 
make the following additional disclosures required by items (e)(15)(vii)(b) and 
(c) below. 

(B) The reason for the policy of interest capitalization and the way in which 
the amount to capitalized is determined. 

(C) The effect on net income for each period for which an income statement 
is presented of following a policy of capitalizing interest as compared to a policy 
of charging interest to expense as incurred. 


Note: Banks which had not as of June 21, 1974, publicly disclosed an accounting 
policy of capitalizing interest costs shall not follow such a policy in financial statements 
filed with the Corporation covering fiscal periods ending after June 21, 1974. Banks 
which have publicly disclosed such a policy may continue to apply it on a consistent 
basis but not extend it to new types of assets. 


(viii) Disagreements on accounting and financial disclosure matters. If, within 
the twenty-four months prior to the date of the most recent financial statements, a 
Form F-3 has been filed reporting a change of accountants and included in such 
filing there is a reported disagreement on any matter of accounting principles or 
practices or financial statement disclosure, and if such disagreement, if differently 
resolved, would have caused the financial statements to differ materially from 
those filed, state the existence and nature of the disagreement. In addition, if 
during the fiscal year in which the change in accountants took place or during 
the subsequent fiscal year there have been any transactions or events similar to 
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those which involved a reported disagreement and if such transactions are material 
and were accounted for or disclosed in a manner different from that which the 
former accountants apparently concluded was required, state the effect on the 
financial statements if the method which the former accountant apparently con- 
cluded was required had been followed. The effects on the financial statements 
need not be disclosed if the method asserted by the former accountant ceases to 
be generally accepted because of authoritative standards or interpretations sub- 
sequently issued. 

(f) Consolidated financial statements. (1) Consolidated statements generally 
present more meaningful information to the investor than unconsolidated state- 
ments. Except where good reason exists, consolidated statements of the bank and 
its majority-owned significant subsidiaries should be filed. 

(2) Every majority-owned bank-premises subsidiary and every majority-owned 
subsidiary doing a foreign banking business shall be consolidated with that of the 
reporting bank irrespective of whether such subsidiary is a significant subsidiary. 

(3) If the financial statements of a subsidiary are as of a date or for periods 
different from those of the bank, such statements may be used as the basis for 
consolidation of the subsidiary only if the date of such statements is not more 
than 93 days from the date of the close of the bank’s fiscal year; the closing date 
of the subsidiary is specified; the necessity for the use of different closing dates 
is explained briefly, and any changes in the respective fiscal periods of the bank 
and the subsidiary made during the period of report are indicated clearly. 

(4) Notwithstanding the 93-day requirement specified in paragraph (f)(3) of 
this section, in connection with the retroactive combination of the financial state- 
ments of entities following a “pooling of interests” the financial statements of the 
constituents may be combined even if their respective fiscal periods do not end 
within 93 days, except that the financial statements for the latest fiscal year shall 
be recast to dates which do not differ by more than 93 days, if practicable. Dis- 
closure shall be made of the periods combined and of the revenues, net income 
before extraordinary items and net income of any interim periods excluded from 
or included more than once in results of operations as a result of such recasting. 

(5) The 93-day requirement specified in paragraph (f)(3) of this section is 
not applicable to the recognition of earnings or losses or 50 percent or less owned 
persons, the investments in which are accounted for by the equity method of 
accounting. 

(6) Due consideration shall be given to the propriety of consolidating with 
domestic corporations foreign subsidiaries which are operated under political, 
economic or currency restrictions. If consolidated, disclosure should be made as 
to the effect, insofar as this can reasonably be determined, of foreign exchange 
restrictions upon the consolidated financial position and operating results of the 
bank and its subsidiaries. 

(7) A statement shall be made in a note to the latest balance sheet of the 
amount and the accounting treatment of any difference between (i) the invest- 
ment of a person and its consolidated subsidiaries, as shown in the consolidated 
balance sheet, in the unconsolidated subsidiaries and 50 percent or less owned 
persons accounted for by the equity method and (ii) their equity in the net assets 
of such unconsolidated subsidiaries and 50 percent or less owned persons as 
shown in their financial statements. 

(8) There may be filed financial statements in which majority-owned sub- 
sidiaries not consolidated with the parent are consolidated or combined in one or 
more groups, and 50 percent or less owned persons, the investments in which are 
accounted for by the equity method are consolidated or combined in one or more 
groups, pursuant to principles of inclusion or exclusion which will clearly exhibit 
the financial position and results of operations of the group or groups. 
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(9) A brief description of the principles followed in consolidating or com- 
bining the separate financial statements, including the principles followed in de- 
termining the inclusion or exclusion of (i) subsidiaries in consolidated or com- 
bined financial statements and (ii) companies in consolidated or combined finan- 
cial statements, shall be stated in the notes to the respective financial statements. 

(10) As to each consolidated financial statement and as to each combined 
financial statement, if there has been a change in the persons included or ex- 
cluded in the corresponding statement for the preceding fiscal period filed wit 
the Corporation which has a material effect on the financial statements, the per- 
sons included and the persons excluded shall be disclosed. If there have been any 
changes in the respective fiscal periods of the persons included made during the 
periods of the report which have a material effect on the financial statements, in- 
dicate clearly such changes and the manner of treatment. 

(11) Minority interests in the net assets of subsidiaries consolidated shall be 
shown in each consolidated balance sheet. The minority interest in the capital 
stock and in the surplus and undivided profits shall be stated separately. The 
aggregate amount of profit or loss accruing to minority interests shall be stated 
separately in each consolidated statement of income. 

(12) In general, there shall be eliminated intercompany items and transactions 
between persons included in the (i) consolidated financial statements being filed 
and, as appropriate, (ii) unrealized intercompany profits and losses on trans- 
actions between persons for which financial statements are being filed and per- 
sons the investment in which is presented in such statements by the equity method. 
If such eliminations are not made, a statement of the reasons and the methods of 
treatment shall be made. 

(g) Statement of changes in capital accounts. A statement of changes in cap- 
ital accounts shall be filed with each statement of income filed pursuant to this 
Part. 

(h) Statement of changes in financial position. A statement of changes in 
financial position shall be filed with each statement of income filed pursuant to 
this Part. 

(i) Schedules to be filed. (1) The following schedules shall be filed with each 
balance sheet filed pursuant to this part: Schedule I—U.S. Treasury Securities, 
Securities of Other U.S. Government Agencies and Corporations, and Obligations 
of State and Political Subdivisions; Schedule II—Other Securities; Schedule IT1I— 
Other Loans; Schedule IV—Bank Premises and Equipment; and Schedule VI— 
Other Liabilities for Borrowed Money. 

(2) The following schedules shall be filed with each statement of income filed 
pursuant to this Part: Schedule V—Investments in Income from Dividends, and 
Equity in Earnings and Loss of Unconsolidated Subsidiaries; Schedule VII— 
Allowance for Possible Loan Losses; Schedule VIII—Amounts Receivable from 
Directors, Officers, and Principal Holders (Other than Affiliates) of Equity Secur- 
ities of the Registrant and its Affiliates; and Schedule [Ix—Supplementary Income 
Statement Information. 

(3) When information is required in schedules for both the bank and the bank 
and its subsidiaries consolidated it may be presented in the form of a single sched- 
ule, provided that items pertaining to the bank are separately shown and that such 
single schedule affords a properly summarized presentation of the facts. If the 
information required by any schedule (including the notes thereto) may be shown 
in the related financial statement or in a note thereto without making such state- 
ment unclear or confusing, that procedure may be followed and the schedule 
omitted. 

(4) Reference to the schedules referred to in paragraph (f)(1) and (2) of 
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this section shall be made against the appropriate captions of the balance sheet 
or statement of income. 

(5) The schedules shall be examined by the independent accountant if the 
related financial statements are so examined. 


[{ 69.41] § 335.41 Forms 
ForM F-1 


“FORM FOR REGISTRATION OF SECURITIES OF A BANK 
PURSUANT TO SECTION 12(b) OR SECTION 12(g) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


Ps CID UR eon ein 2 oa sigs i ae bie ae bs hw RA eee ae 


(Bank’s telephone number, including area code)” 


Title of each class of securities being registered pursuant to Section 12(b) of the 
Act:! 


Title of class 
Name of each exchange on which class is being registered 


Title of each class of securities being registered pursuant to Section 12(g) of 
the Act:! 


GENERAL INSTRUCTIONS 


Form F-1 shall be used for registration pursuant to section 12(b) or (g) of 
the Securities Exchange Act of 1934 of classes of securities of issuers that are 
State nonmember banks. This form is not to be used as a blank form to be filled 
in but only as a guide in the preparation of a registration statement. Particular 
attention should be given to the definitions in § 335.2 and the general requirements 
in § 335.4 of this Part. Unless otherwise stated, the information required shall be 
given as of a date reasonably close to the date of filing the statement. The state- 
ment shall contain the numbers and captions of all items, but the text of the 
items may be omitted if the answers with respect thereto are prepared in the 
manner specified in § 335.4(t). Attention is directed to § 335.4(j) which states: 
“In addition to the information expressly required to be included in a statement 
or report, there shall be added such further material information, if any, as 
may be necessary to make the required statements, in light of the circumstances 
under which they are made, not misleading.” 

§ 335.4(s) requires that six complete copies of the registration statement, in- 
cluding financial statements, exhibits and all other papers and documents filed 
as a part thereof, and two additional copies which need not include exhibits, shall 


1 If none, so state. 
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be filed with the Corporation. At least one complete copy of the registration state- 
ment, including financial statements, exhibits and all other papers and documents 
filed as a part thereof, shall be filed with each exchange on which any class of 
securities is to be registered. At least one complete copy of the registration state- 
ment filed with the Corporation and one such copy filed with each exchange shall 
be manually signed. Copies not manually signed shall bear typed or printed sig- 
natures. 

Attention is directed to section 335.4(m) which provides for the incorporation 
by reference of information contained in certain documents in answer or partial 
answer to any item of a registration statement. 


INFORMATION REQUIRED IN REGISTRATION STATEMENT 


Item 1—Business. 

(a) State the year in which the bank was organized. If organized as a national 
bank, state the year of conversion into a State bank. Indicate the approximate 
number of holders of record of each class of equity securities of the bank. 

(b) Describe briefly the business done and intended to be done by the bank 
and the general development of such business during the preceding five years, or 
such shorter period as the bank may have been engaged in business. Information 
should be furnished as to any mergers, consolidations, or other acquisitions of 
assets of any other person that were consummated during such period. State 
the number of banking offices in each city (county) in the United States in which 
the bank has offices and the number of banking offices located in each foreign 
country or jurisdiction. In describing the business done by the bank, the business 
of its subsidiaries should be included only insofar as the same is important to an 
understanding of the character and development of the business conducted by 
the total enterprise. The description shall include information as to matters such 
as the following: 

(1) Competitive conditions in the industry and the competitive position of the 
bank if known or reasonably available to the bank. If several services are in- 
volved, separate consideration shall be given to the principal services or classes of 
services. 

(2) If a material part of the business is dependent upon a single customer or 
a few customers, the loss of any one or more of whom would have a materially 
adverse effect on the business of the bank, the name of the customer or customers, 
their relationship, if any, to the bank and material facts regarding their importance 
to the business of the bank. 

(3) The principal services rendered by the bank, the principal markets for, 
and methods of distribution of, such services, including any significant changes in 
the kinds of services rendered, or in the market or methods of distribution, during 
the past three fiscal years. 

(4) The importance to the bank and the duration and effect of all material 
patents, trademarks, licenses, franchises and concessions held. 

(5)(a) The estimated dollar amount spent during each of the last two fiscal 
years on material research activities relating to the development of new services 
or the improvement of existing bank services. 

(b) In addition to the description of the business done and intended to be 
done required by paragraph 1(b) and without limiting that requirement, if there 
has been a public announcement of, or if information otherwise has become public 
about, a new line of business requiring the investment of a material amount of 
total assets, a description of the status of such product or line (e.g., whether in 
the planning stage). 

(c) Where material, state the approximate number of employees engaged full- 
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time in each of the activities described in (a) above during each fiscal year and in 
(b) above. 


NoTE: Item 1(b)(5)(b) requires a description of the status of service development 
in addition to the description of the business done and intended to be done required by 
paragraph I(a). Item 1(b)(5)(b) is not intended to require disclosure of otherwise 
non-public corporate information the disclosure of which would adversely affect the 
bank’s competitive position. Subparagraph (a) requires disclosure of financial informa- 
tion relating to research and development activities. Subparagraph (b) is intended to 
elicit additional specific information only where there has been a public announcement 
or where information has otherwise become public concerning a new product or line of 
business requiring the investment of a material amount of total assets. 


(6) The number of persons employed by the bank. 

(7) The extent to which the business of the bank or a material portion thereof 
is or may be seasonal. 

(8) Present in tabular form, for each of the three years for which a statement 
of income is being furnished, ratios of the bank’s net income to the following 
items: (a) average equity capital accounts, and (b) average daily total deposits. 
Ratios for such periods of average daily loans to average daily deposits should also 
be included. 

Instructions: 1. If the bank proposes to enter, or has recently entered or intro- 
duced, a new line of business requiring the investment of a material amount of 
its total assets, provide as supplemental information at the time of filing of the 
registration statement, but not as a part thereof, a copy of any studies conducted 
or performed by or for the bank relating to such business, and a statement as to 
the actual or proposed use of such study. Where material, disclosure of the ab- 
sence of such a study is required. 

2. Positive and negative factors pertaining to the competitive position of the 
bank, to the extent that they exist, should be explained, if known or reasonably 
available to the bank. An estimate of the number of competitors should be in- 
cluded, and, where material, the particular markets in which the bank competes 
should be identified. Where one or a small number of competitors are dominant, 
they should be identified. 

3. Where material to understanding the bank’s business, the bank’s and indus- 
try practices and conditions as they relate to liquidity should be explained (e.g., 
where the bank’s business is highly seasonal). 

4. The description shall not relate to the powers and objects specified in the 
charter, but to the actual business done and intended to be done. Include the 
business of subsidiaries and affiliates of the bank insofar as is necessary to under- 
stand the character and development of the business conducted by the bank. 

5. In describing developments, information shall be given as to matters such 
as the following: The nature and results of any other material reorganization, 
readjustment, or succession of any of the bank’s significant subsidiaries; the acqui- 
sition or disposition of any material amount of assets otherwise than in the ordi- 
nary course of business; and any material changes in the mode of conducting the 
business. 

6. Appropriate disclosure shall also be made as to the material effects that com- 
pliance with Federal, State and local provisions which have been enacted or 
adopted regulating the discharge of materials into the environment, or otherwise 
relating to the protection of the environment, may have upon the capital expendi- 
tures, earnings and competitive position of the bank and its subsidiaries. 

7. The business of a predecessor or predecessors shall be deemed to be the 
business of the bank for the purpose of this item. 

8. Appropriate disclosure shall be made with respect to any material portion 
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of the business which may be subject to termination at the election of any person 
(e.g., depositors). 


Note: The following Instruction (9) applies only to banks filing a registration state- 
ment on Form F-1 for the first time, who (including predecessors) have not received 
revenues from operations for each of the three fiscal years immediately prior to the 
filing of the registration statement. 


9. Describe, if formulated, the bank’s plan of operation for the remainder of 
the fiscal year, if the registration statement is filed prior to the end of the bank’s 
second fiscal quarter. Describe, if formulated, the bank’s plan of operation for the 
remainder of the fiscal year and for the first six months of the next fiscal year, 
if the registration statement is filed subsequent to the end of the second fiscal 
quarter. If such information is not available, the reasons for its not being avail- 
able shall be stated. Disclosure relating to any plan must include such matters as: 

(a) The bank’s opinion as to whether it will have to raise additional funds 
within the next year in order to meet its capital requirements. The basis of such 
opinion must be stated. Where such statement is based on a cash budget, such 
budget will be furnished to the Corporation as supplemental information, but need 
not be filed as a part of the Form F-1. 

(b) Any anticipated material acquisition of property and equipment and the 
capacity thereof. 

(c) Any anticipated material changes in number of employees. 

(d) Other material areas which may be peculiar to the bank’s business. 

(c)(1) Information as to lines of business. If the bank and its subsidiaries are 
engaged in any line of business in addition to normal commercial or mutual sav- 
ings bank activities, state, for each of the bank’s last five fiscal years, or for each 
fiscal year the bank has been engaged in business, whichever period is less, the ap- 
proximate amount or percentage of (i) total revenues, and (ii) income (or loss) 
before income taxes and extraordinary items, attributable to each line of business 
which during either of the last two fiscal years accounted for— 

(A) 10 percent or more of the total revenues, 

(B) 10 percent or more of income before taxes and extraordinary items com- 
puted without deduction of loss resulting from operations of any line of business, or 

(C) a loss which equalled or exceeded 10 percent of the amount of income 
specified in (b) above; provided, that if total revenues did not exceed $50,000,000 
during either of the past two fiscal years, the percentages specified in (A), (B) 
and (C) above shall be 15 percent, instead of 10 percent. 

If it is impracticable to state the contribution to income (or loss) before in- 
come taxes and extraordinary items for any line of business, state the contribu- 
tion thereof to the results of operations most closely approaching such income, 
together with a brief explanation of the reasons why it is not practicable to state 
the contribution to such income or loss. 

(d) If the bank and its subsidiaries engage in material operation in foreign 
countries, or if a material portion of revenues is derived from customers in 
foreign countries, appropriate disclosure shall be made with respect to the im- 
portance of that part of the business to the bank and the risks attendant thereto. 
Insofar as practicable, furnish information with respect to volume and profitability 
of such operations. 

(e) The Corporation may, upon written request of the bank, and where con- 
sistent with the protection of investors, permit the omission of any of the informa- 
tion herein required or the furnishing in substitution therefor of appropriate in- 
formation of comparable character. The Corporation may also require the 
furnishing of other information in addition to, or in substitution for, the informa- 
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tion herein required in any case where such information is necessary or appro- 
priate for an adequate description of the business done or intended to be done. 

Item 2—Summary of Operations. 

Furnish in comparative columnar form a summary of operations for the bank 
or for the bank and its subsidiaries consolidated, or both, as appropriate, for— 

(a) each of the last five fiscal years of the bank (or for the life of the bank 
and its predecessors, if less) and 

(b) any additional fiscal years necessary to keep the summary from being 
misleading. 

Where necessary, include information or explanation of material significance 
to investors in appraising the results shown, or refer to such information or ex- 
planation set forth elsewhere in the registration statement. 

Instructions. 1. As a minimum, the following items shall be included: Operat- 
ing revenues, operating expenses, income before income taxes and security gains 
(losses), applicable income taxes, income before security gains (losses), security 
gains (losses), extraordinary items less applicable tax, cumulative effects of 
changes in accounting principles, and net income. 

2. If a period or periods reported on included operations of a business prior 
to the date of acquisition, or for other causes differ from reports previously is- 
sued for any period, the summary shall be reconciled, as to revenues and net in- 
come, in the summary or in a note thereto with the amounts previously reported, 
provided, however, that such reconciliations need not be made (1) if they have 
been made in filings with the Corporation in prior years or (2) the financial 
statements which are being retroactively adjusted have not previously been filed 
with the Corporation or otherwise made public. 

3. The summary shall be prepared to show earnings applicable to common 
stock. Per share earnings and dividends declared for each period of the summary 
shall also be shown. The basis of the computation of per share earnings shall be 
stated, together with the number of shares used in the computation. The bank 
shall file as an exhibit a statement setting forth in reasonable detail the computa- 
tion of per share earnings, unless the computation can be clearly determined from 
the answer to this item. 

4. (a) If debt securities are being registered, the bank may, at its option, 
show in tabular form for each fiscal year the ratio of earnings to fixed charges. 
Such ratio shall be calculated both on the basis of excluding interest on deposits 
and including interest on deposits as part of “fixed charges”. 

(b) Earnings shall be computed after all operating and income deductions 
except fixed charges and taxes based on income or profits and after eliminating 
undistributed income of unconsolidated subsidiaries and 50 percent or less owned 
persons. 

(c) The term “fixed charges” shall mean (i) interest and amortization of debt 
discount and expense and premium on all indebtedness; (ii) such portion of 
rentals as can be demonstrated to be representative of the interest factor in the 
particular case. 

(d) Any bank electing to show the ratios of earnings to fixed charges, in ac- 
cordance with this instruction, shall file as an exhibit a statement setting forth 
in reasonable detail the computations of the ratios shown. 

5. For any event which was required to be reported pursuant to Item 10(a) 
of Form F-3 in which an amount of cost was estimated to be applicable to any of 
the fiscal years being reported on, summarize such transaction and state the 
amounts of such estimated cost and the amounts of the actual cost incurred in 
such periods, the reasons for differences between estimated and actual amounts, if 
any, and provide a detailed reconciliation showing all charges and credits to any 
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reserve provided. If the bank was not a registrant prior to the filing of this regis- 
tration statement, the instruction shall apply to any transaction subsequent to the 
effective date of this Part which would have been required to be reported pursuant 
to Item 10(a) of Form F-3 had the bank been a registrant and in which an 
amount of cost was estimated to be applicable to the fiscal years being reported on. 

6. (a) To enable investors to understand and evaluate material periodic 
changes in the various items of the summary of operations, a separately captioned 
section (entitled “Management’s Discussion and Analysis of The Summary of 
Operations”) immediately following such summary should include a statement 
explaining (1) material changes from period to period in the amounts of the 
items of revenues and expenses, and (2) changes in accounting principles or prac- 
tices or in the method of their application that have a material effect on net in- 
come as reported. 

(b) In general, the discussion of material periodic changes should be limited 
to: (1) the latest interim period presented and the comparable interim period in 
the immediately preceding fiscal year; (2) the most recent fiscal year presented 
and the fiscal year immediately preceding it; and (3) the second most recent fiscal 
year presented and the fiscal year immediately preceding it. There may be cir- 
cumstances, however, under which an explanation of revenue or expense item 
changes between two or more of the earlier periods of the five-year summary may 
be material to an understanding of the summary. Further, to better explain rev- 
enue and expense item changes for interim periods it may be necessary to give 
an analysis of changes between consecutive fiscal quarters. 

(c) The following are examples which banks should consider in making dis- 
closure: 

1. Material changes in the relative profitability of lines of business; 

2. Material changes in advertising, research, development, or other discretionary 
costs; 

3. The acquisition or disposition of a material asset other than in the ordinary 
course of business; 

4. Material and unusual charges or gains, including credits or charges asso- 
ciated with discontinuation of operations; 

5. Material changes in assumptions underlying deferred costs and the plan for 
amortization of such costs; 

6. Material changes in assumed investment return and in actuarial assumptions 
used to calculate contributions to pension funds; and 

7. The closing of a material facility or material interruption of business or com- 
pletion of a material contract. 

(d) The textual analysis should be presented in a manner that will best com- 
municate the significant elements necessary to a clear understanding by the in- 
vestor of the financial results. Favorable as well as unfavorable trends and 
changes should be discussed. Tables and charts may be used where appropriate. 

(e) For purposes of this Instruction 6 discussion of a change in an item of 
revenue or expense generally is required when an item required to be set forth 
in the summary or disclosed pursuant to Schedule IX, Section 335.71E increased 
or decreased by more than 10% as compared to the prior period (but only if 
such prior period is presented), and increased or decreased by more than 2% of 
the average net income or loss for the most recent three years presented. In cal- 
culating average net income, loss years should be excluded. If losses were in- 
curred in each of the most recent years, the average loss shall be used for pur- 
poses of this test. Should the bank be of the opinion that an explanation of a 
change is not necessary to an understanding of the summary even though the 
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change meets the foregoing standards, the bank shall furnish the Corporation, as 
supplemental information, a written statement of the reasons for the omission. 


NoTE: If an income statement in the form prescribed by § 335.71(B) is used in lieu 
of the summary, then the discussion should cover the period to period changes in revenue 
and expense items required by such form. 


(f) Notwithstanding the fact that a change in an item of revenue or expense 
does not meet the standards set forth in paragraph (e) it should be discussed if 
the bank believes an explanation of such a change is necessary to an understand- 
ing of the summary. 

(g) When the text of the registration statement or report contains a discussion 
of factors indicating a material change in operating results, whether favorable or 
unfavorable, subsequent to the latest period included in the summary of opera- 
tions, the management discussion and analysis should call attention to the change 
and refer to the place in the registration statement or report where it is discussed. 

Item 3—Properties. 

State briefly the location and general character, individually or by categories, 
of (a) properties held in fee, or leased, by the bank and its subsidiaries, in which 
the banking offices are located, indicating any major encumbrances with respect 
thereto, and (b) other physical properties of material value that are owned or 
leased by the bank or its subsidiaries. State the expiration dates of material 
leases. In the event aggregate annual rentals paid during the bank’s last fiscal 
year exceeded five percent of its operating expenses, state the amount of such 
rentals and the average term of the leases pursuant to which such rentals were 
paid. 

Instructions. What is required is information essential to an investor’s appraisal 
of the securities to be registered. Such information should be furnished as will 
reasonably inform investors as to the suitability, adequacy and extent of utilization 
of the facilities used in the enterprise. Detailed descriptions of the physical char- 
acteristics of individual properties or legal descriptions by metes and bounds are 
not required and should not be given. 

Item 4—Parents and Subsidiaries. 

(a) Furnish a list or diagram of all parents and subsidiaries of the bank and 
as to each person named indicate the percentage of voting securities owned, or 
other basis of control, by its immediate parent, if any. 

Instructions. 1. The list or diagram shall include the bank and shall be so 
prepared as to show clearly the relationship of each person named to the bank 
and to the other persons named. If any person is controlled by means of the direct 
ownership of its securities by two or more persons, so indicate by appropriate cross 
reference. 

2. Designate by appropriate symbols (a) subsidiaries for which separate finan- 
cial statements are filed; (b) subsidiaries included in consolidated financial state- 
ments; (c) subsidiaries included in group financial statements filed for unconsoli- 
dated subsidiaries; and (d) other subsidiaries, including briefly why financial state- 
ments of such subsidiaries are not filed. 

3. Indicate the name of the State or other jurisdiction in which each subsidiary 
was incorporated or organized. 

4. The names of particular subsidiaries may be omitted if the unnamed sub- 
sidiaries, considered in the aggregate as a single subsidiary, would not constitute a 
significant subsidiary. 

5. If the bank owns directly or indirectly approximately 50 percent of the vot- 
ing securities of any person and approximately 50 percent of the voting securities 
of such person are owned directly or indirectly by another single interest, or if 
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the bank takes up the equity in undistributed earnings of any other unconsolidated 
person, such person shall be deemed to be a subsidiary for the purpose of this item. 


Norte: If any person is controlled by means of the direct ownership of its securities 
by two or more persons listed in response to this item, so indicate by appropriate cross 
reference. 


(b) Describe any contractual arrangement known to the bank, including any 
pledge of securities of the bank or any of its parents the operation of the terms of 
which may at a subsequent date result in a change of control of the bank. 

Instruction. This paragraph does not require a description of ordinary default 
provisions contained in the charter, trust indentures or other governing in- 
struments relating to securities of the bank. 

Item 5—Principal Security Holders and Security Holdings of Management. 

Furnish the following information as of a specified date within 90 days prior 
to the date of filing in substantially the tabular form indicated: 

(a) As to the voting securities of the bank owned of record or beneficially by 
each person who owns of record, or is known by the bank to own beneficially, 
more than 10 percent of any class of such securities. Show in Column (C) 
whether the securities are owned both of record and beneficially, or record only, 
or beneficially only, and show in Columns (D) and (E) the respective amounts 
and percentages owned in each such matter: 





Name and address Title of Title of Amount Percent of 
class ownership owned class 


(B) (C) (D) (E) 











(b) As to each class of equity securities of the bank or any of its parents or 
subsidiaries, other than directors’ qualifying shares, beneficially owned directly 
or indirectly by all directors and officers of the bank, as a group, without naming 
them. 





Amount 
Title of class beneficially Percent of class 
owned 


(A) (B) (C) 








Instructions. 1. The percentages are to be calculated on the basis of the amount 
of securities outstanding, excluding securities held by or for the account of the 
bank. In any case where the amount owned by directors and officers as a group is 
less than one percent of the class, the percent of the class owned by them may 
be omitted. 

2. For the purpose of this item a person shall be deemed to be the beneficial 
owner of securities which he has the right to acquire through the exercise of 
presently exercisable options, warrants or rights or through the conversion of 
presently convertible securities. In computing the percentage of the class owned, 
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securities which such person has a right to acquire shall be deemed to be 
outstanding. 

3. If, to the knowledge of the bank, more than 10 percent of any class of vot- 
ing securities of the bank are held or to be held subject to any voting trust or 
other similar agreement, state the title of such securities, the amount held or to 
be held, and the duration of the agreement. Give the names and addresses of the 
voting trustees and outline briefly their voting rights and other powers under 
the agreement. 

Item 6—Directors and Principal Officers. 

(a) List the names and ages of all directors of the bank and all persons chosen 
to become directors; indicate all positions and offices with the bank held by each 
such person; state his term of office as director and the period during which he 
has served as such and briefly describe any arrangement or understanding between 
him and any other person pursuant to which he was selected as a director. 

Instruction. Do not include arrangements or understandings with directors or 
officers of the bank acting solely in their capacities as such. 

(b) List the names and ages of all principal officers of the bank and all per- 
sons chosen to become officers; indicate all positions and offices with the bank 
held by each such person; state his term of office as officer and the period during 
which he has served as such and briefly describe any arrangements or under- 
standing between him and any other person pursuant to which he was selected as 
an Officer. 

Instruction. Do not include arrangements or understandings with directors or 
principal officers of the bank acting solely in their capacities as such. For purposes 
of this item the term “principal officer” shall be defined as provided by § 335.2(s). 

(c) State the nature of any family relationship between any director or officer 
and any other director or officer. 

Instruction. The term “family relationship” means any relationship by blood, 
marriage or adoption, not more remote than first cousin. 

(d) Give a brief account of the business experience during the past five years 
of each director and each principal officer, including his principal occupations and 
employment during that period and the name and principal business of any cor- 
poration or other organization in which such occupations and employment were 
carried on. Where an executive officer has been employed by the bank or a sub- 
sidiary of the bank for less than five years, a brief explanation should be included 
as to the nature of the responsibilities undertaken by the individual in prior posi- 
tions to provide adequate disclosure of his prior business experience, and the fol- 
lowing: 








Amounts set Estimated 
Name of aside or accrued annual 
individual during bank’s benefits upon 

last fiscal year retirement 


(A) (B) (C) 








Instructions. 1. The term “plan” in this paragraph and in paragraph (c) in- 
cludes all plans, contracts, authorizations or arrangements, whether or not set 
forth in any formal document. 

2. Column (B) need not be answered with respect to amounts computed on 
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an actuarial basis under any plan that provides for fixed benefits in the event 
of retirement at a specified age or after a specified number of years of service. 
In such case, Columns (A) and (C) need not be answered with respect to direc- 
tors and officers as a group. 

3. In the case of any plan (other than those specified in Instruction 2) where 
the amount set aside each year depends upon the amount of earnings or profits 
of the bank or its subsidiaries for such year or a prior year (or whether otherwise 
impracticable to state the estimated annual benefits upon retirement) there shall 
be set forth, in lieu of the information called for by Column (C), the aggregate 
amount set aside or accrued to date, unless impracticable to do so, in which 
case the method of computing such benefits shall be stated. 

(c) Describe briefly all remuneration payments (other than payments reported 
under paragraph (a) or (b) of this item) proposed to be made in the future, 
directly or indirectly, by the bank or any of its subsidiaries pursuant to any exist- 
ing plan to (i) each director or officer named in answer to paragraph (a)(1), 
naming each such person and (ii) all directors and officers of the bank as a group, 
without naming them. 

Instruction. Information need not be included as to payments to be made for, 
or benefits to be received from, group life or accident insurance, group hospitaliza- 
tion, or similar group payments or benefits. If impracticable to state the amount 
of remuneration payments proposed to be made, the aggregate amount set aside 
or accrued to date in respect of such payments should be stated, together with an 
explanation of the basis for future payments. 


Name of Capacities 
individual or in which Aggregate 
number of persons remuneration remuneration 
in group was received 


(A) (B) (C) 





“Instruction. What is required is information relating to the level of his pro- 
fessional competence which may include, depending upon the circumstances, such 
specific information as the size of the operation supervised. 

“(e) Describe any of the following events which occurred during the past 
10 years and which are material to an evaluation of ability and integrity of any 
director or executive officer of the bank. 

“(1) A petition under the Bankruptcy Act or any State insolvency law was 
filed by or against, or a receiver, fiscal agent or similar officer was appointed by a 
court for the business or property of, such person, or any partnership in which 
he was a general partner at or within two years before the time of such filing, or 
any corporation or business association of which he was an officer at or within 
two years before the time of such filing; 

“(2) Such person was convicted in a criminal proceeding (excluding traffic 
violations and other minor offenses) or is the subject of a criminal proceeding 
which is presently pending; or 

“(3) Such person was the subject of any order, judgment or decree of any 
court of competent jurisdiction permanently or temporarily enjoining him from 
acting as an investment adviser, underwriter, broker or dealer in securities, or as 
an affiliated person, director or employee of any investment company, bank, 
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savings and loan association or insurance company, or from engaging in or con- 
tinuing any conduct or practice in connection with any such activity or in connec- 
tion with the purchase or sale of any security, or was the subject of any order of a 
Federal or State authority barring or suspending, for more than 60 days, the right 
of such person to be engaged in any such activity or to be associated with persons 
engaged in any such activity, which order has not been reversed or suspended. 

“Instruction. If any event specified in paragraph (e) has occurred but informa- 
tion in regard thereto is omitted on the ground that it is not material, the bank 
shall furnish, as supplemental information and not as a part of the registration 
statement, a description of the event and a statement of the reasons for the omis- 
sion of information in regard thereto. 

“Item 7—Remuneration of Directors and Officers. 

“(a) Furnish the following information in substantially the tabular form in- 
dicated below as to all direct remuneration paid by the bank and its subsidiaries 
during the bank’s latest fiscal year to the following persons for services in all 
capacities: 

“(1) Each director and each of the three highest paid officers of the bank 
whose annual total direct remuneration exceeded $40,000, naming each such 
person. 

“(2) All directors and officers of the bank as a group, without naming them, 
but stating the number of persons included. 


Name of Capacities 
individual or in which Aggregate 
number of persons remuneration remuneration 
in group was received 


(A) (B) (C) 


“Instructions. 1. This item applies to any person who was a director or officer 
of the bank at any time during said fiscal year. Information need not, however, 
be given for any portion of that period during which such person was not a direc- 
tor or officer. 

“2. The information is to be given on an accrual basis, if practicable. The 
tables required by this paragraph and paragraph (b) may be combined if the 
bank so desires. 

“3. Do not include remuneration paid to a partnership in which any director 
or officer was a partner. But see Item 12, below. 

“4. If the bank has not completed a full fiscal year since its organization or if 
it acquired or is to acquire the majority of its assets from a predecessor within 
the current fiscal year, the information shall be given for the current fiscal year, 
estimating future payments if necessary. To the extent that such remuneration is 
to be computed upon the basis of a percentage of earnings or profits, the per- 
centage may be stated without estimating the amount of such profits to be paid. 

“5. If any part of the remuneration shown is response to this item was paid 
pursuant to a material bonus or profit-sharing plan, describe briefly the plan and 
the basis upon which directors or officers participate therein. 

“(b) Furnish the following information, in substantially the tabular form in- 
dicated below, as to all annuity, pension or retirement benefits proposed to be 
paid under any existing plan in the event of retirement at normal retirement 
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date, directly or indirectly, by the bank or any of its subsidiaries to (1) each 
director or officer named in answer to paragraph (a)(1), and (2) all directors 
and officers of the bank who are eligible for such benefits, as a group, stating the 
number of persons in the group without naming them.” 

Item 8—Management Options to Purchase Securities. 

Furnish the following information as to all options to purchase securities from 
the bank or any of its subsidiaries held by any of the following persons: (i) each 
director or officer named in answer to paragraph (a) and (b) of Item 6, naming 
each such person; and (ii) all directors and officers of the bank as a group, with- 
out naming them: 

(a) the title and amount of securities called for; 

(b) the option prices, expiration dates, and other material provisions; 

(c) any consideration received for the granting thereof; 

(d) the market value of the security on the date of grant. 

Instructions. 1. The term “options” as used in this item includes all options, 
warrants or rights, other than those issued to security holders as such on a pro 
rata basis. 

2. The extension, regranting or material amendment of options shall be deemed 
the granting of options within the meaning of this item. 

3. Where the total market value of securities called for by all outstanding op- 
tions does not exceed $10,000 for any person required to be named, or $40,000 
for all directors and officers as a group, or for all option holders as a group, this 
item need not be answered with respect to such person or group. 

4. In case a number of options are outstanding having different prices and ex- 
piration dates, the options may be grouped by prices and dates. If this produces 
more than five separate groups then there may be shown only the range of the 
expiration dates and prices. 

Item 9—Interest of Management and Others in Certain Transactions. 

(a) Describe briefly any transactions during the last three years or any presently 
proposed transactions, to which the bank or any of its subsidiaries was or is to be a 
party, in which any of the following persons had or is to have a direct or indirect 
material interest, naming such person and stating his relationship to the bank, 
the nature of his interest in the transaction and, where practicable, the amount of 
such interest: 

(1) Any director or officer of the bank. 

(2) Any security holder named in answer to Item 5(a). 

(3) Any associate of any of the foregoing persons. 

Instructions. 1. This Item 9(a) applies to any person who held any of the 
positions or relationships specified at any time during the period specified. How- 
ever, information need not be given for any portion of the period during which 
such person did not hold any such position or relationship. 

2. No information need be given in response to this Item 9(a) as to any remu- 
neration or other transaction reported in response to Item 7 or 17, or as to any 
transaction with respect to which information may be omitted pursuant to Instruc- 
tion 2 to Item 7(b), the Instruction to Item 7(c), or Instruction 2 or 3 to 
Item 9(b). 

3. No information need be given in answer to this Item 9(a) as to any trans- 
action where-— 

(a) The rates or charges involved in the transaction are determined by com- 
petitive bids, or the transaction involves the rendering of services fixed in con- 
formity with law or governmental authority. 

(b) The transaction involves services as a bank depository of funds, transfer 
agent, registrar, trustee under a trust indenture or similar services; 

(c) The amount involved in the transaction or a series of similar transactions, 
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including all periodic installments in the case of any lease or other agreement 
providing for periodic payments or installments, does not exceed $40,000; or 

(d) The interest of the specified person arises solely from the ownership of 
securities of the bank and the specified person receives no extra or special benefit 
not shared on a pro rata basis by all holders of securities of the class. 

4. It should be noted that this item calls for disclosure of indirect, as well as 
direct, material interests in transactions. A person who has a position or relation- 
ship with a firm, corporation, or other entity, which engages in a transaction with 
the bank or its subsidiaries may have an indirect interest in such transaction by 
reason of such position or relationship. However, a person shall be deemed not 
to have a material indirect interest in a transaction within the meaning of this 
Item 9(a) where— 

(a) The interest arises only (i) from such person’s position as a director of 
another corporation or organization (other than a partnership) which is a party to 
the transaction, or (ii) from the direct or indirect ownership by such person and 
all other persons specified in subparagraphs (1) through (3) above, in the aggre- 
gate, of less than 10 percent equity interest in another person (other than a part- 
nership) which is a party to the transaction, or (iii) from both such position and 
ownership; 

(b) The interest arises only from such person’s position as a limited partner 
in a partnership in which he and all other persons specified in subparagraphs (1) 
through (3) above had an interest of less than 10 percent; or 

(c) The interest of such person arises solely from the holding of an equity 
interest (including a limited partnership interest but excluding a general partnership 
interest) or a creditor interest in another person which is a party to the transaction 
with the bank or any of its subsidiaries and the transaction is not material to such 
other person. 

5. The amount of the interest of any specified person shall be computed with- 
out regard to the amount of the profit or loss involved in the transaction. Where 
it is not practicable to state the approximate amount of the interest, the approxi- 
mate amount involved in the transaction shall be indicated. 

6. In describing any transaction involving the purchase or sale of assets by or 
to the bank or any of its subsidiaries, otherwise than in the ordinary course of 
business, state the cost of the assets to the purchaser and, if acquired by the 
seller within two years prior to the transaction, the cost thereof to the seller. 

7. The foregoing instructions specify certain transactions and interests as to 
which information may be omitted in answering this item. There may be situa- 
tions where, although the foregoing instructions do not expressly authorize non- 
disclosure, the interest of a specified person in the particular transaction or series 
of transactions is not a material interest. In that case, information regarding such 
interest and transaction is not required to be disclosed in response to this item. 

8. Information should be included as to any material underwriting discounts and 
commissions upon the sale of securities by the bank where any of the specified 
persons was or is to be a principal underwriter or is a controlling person or a 
member of a firm that was or is to be a principal underwriter. Information 
need not be given concerning ordinary management fees paid by underwriters to 
a managing underwriter pursuant to an agreement among underwriters the parties 
to which do not include the bank or its subsidiaries. 

(b) State as to each of the following persons who was indebted to the bank 
or its subsidiaries at any time during the last three years (i) the largest aggregate 
amount of indebtedness outstanding at any time during such period, (ii) the nature 
of the indebtedness and of the transaction in which it was incurred, (iii) the 
amount thereof outstanding as of the latest practicable date, and (iv) the rate 
of interest paid or charged thereon: 
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(1) Each director or officer of the bank; 

(2) Any security holder named in answer to Item 5(a); and 

(3) Each associate of any of the foregoing persons. 

Instructions. 1. Include the name of each person whose indebtedness is de- 
scribed and the nature of the relationship by reason of which the information is 
required to be given. 

2. No disclosure need be made under this paragraph (b) where the transaction 
consists of extensions of credit by the bank in the ordinary course of its business 
that (i) are made on substantially the same terms, including interest rates and 
collateral, as those prevailing at the time for comparable transactions with other 
than specified persons, (ii) at no time exceed 10 percent of the equity capital 
accounts of the bank, or $10 million, whichever is less, and (iii) do not involve 
more than the normal risk of collectibility or present other unfavorable features. 
Notwithstanding the foregoing, if aggregate extensions of credit to the specified 
persons, as a group, exceeded 20 percent of the equity capital accounts of the 
bank at any time during the preceding year, (1) the aggregate amount of such 
extensions of credit shall be disclosed, and (2) a statement shall be included, to 
the extent applicable, that the bank has had, and expects to have in the future, 
banking transactions in the ordinary course of its business with directors, officers, 
principal stockholders, and their associates, on the same terms, including interest 
rates and collateral on loans, as those prevailing at the same time for com- 
parable transactions with others and do not involve more than the normal risk of 
collectibility or present other unfavorable features. For the purpose of deter- 
mining “aggregate extensions of credit” in this instruction, transactions which are 
exempted from disclosure pursuant to other instructions to this item may be 
excluded. 

(c) Describe briefly any transactions during the last three years or any pres- 
ently proposed transactions, to which any pension, retirement, savings or similar 
plan provided by the bank, or any of its parents or subsidiaries, was or is to be a 
party, in which any of the following persons had or is to have a direct or indirect 
material interest, naming such person and stating his relationship to the bank, 
the nature of his interest in the transaction and, where practicable, the amount 
of such interest: 

(1) Any director or officer of the bank. 

(2) Any security holder named in answer to Item 5(a). 

(3) Any associate of any of the foregoing persons. 

(4) The bank or any of its subsidiaries. 

Instructions. 1. Instructions 2, 3, 4 and 5 to Item 9(a) shall apply to this 
Item 9(c). 

2. Without limiting the general meaning of the term “transaction” there shall 
be included in answer to this item any remuneration received or any loans re- 
ceived or outstanding during the period, or proposed to be received. 

3. No information need be given in answer to paragraph (c) with respect to— 

(a) payments to the plan, or payments to beneficiaries, pursuant to the terms 
of the plan; 

(b) payment of remuneration for services not in excess of five percent of the 
aggregate remuneration received by the specified person during the bank’s last 
fiscal year from the bank and its subsidiaries; or 

(c) any interest of the bank or any of its subsidiaries which arises solely from 
its general interest in the success of the plan. 

(d) if the bank was organized within the past five years, furnish the following 
information: 

(1) State the names of the promoters, the nature and amount of anything of 
value (including money, property, contracts, options or rights of any kind) re- 
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ceived or to be received by each promoter directly or indirectly from the bank, 
and the nature and amount of any assets, services or other consideration therefor 
received or to be received by the bank. 

(2) As to any assets acquired or to be acquired by the bank from a pro- 
moter, state the amount at which acquired or to be acquired and the principle 
followed or to be followed in determining the amount. Identify the persons 
making the determination and state their relationship, if any, with the bank or any 
promoter. If the assets were acquired by the promoter within two years prior 
to their transfer to the bank, state the cost thereof to the promoter. 

Item 10—Pending Legal Proceedings. 

Briefly describe any material pending legal proceedings, other than ordinary 
routine litigation incidental to the business, to which the bank or any of its sub- 
sidiaries is a party or of which any of their property is the subject. Include the 
name of the court or agency in which the proceedings are pending, the date in- 
stituted, the principal parties thereto, a description of the factual basis alleged to 
underlie the proceeding and the relief sought. Include similar information as to 
any such proceedings known to be contemplated by governmental authorities. 

Civil Rights. When legal proceedings arising under civil rights statutes are pend- 
ing or known to be contemplated by government agencies, the proceedings must 
be disclosed if they are material. 

Instructions. 1. Any proceeding to which the bank is subject to an order is- 
sued by the Board of Directors of the Corporation pursuant to Section 8 of the 
Federal Deposit Insurance Act shall also be described. 

2. No information need be given with respect to any proceeding which involves 
primarily a claim for damages if the aggregate amount involved does not exceed 
10 percent of the equity capital accounts of the bank and its subsidiaries on a 
consolidated basis. However, if any proceeding presents in large degree the same 
issues as other proceedings pending or known to be contemplated, the amount in- 
volved in such other proceedings, shall be included in computing such percentage. 

3. Any material proceedings to which any director, officer, or affiliate of the 
bank, any security holder named in answer to Item 5(a), or any associate of any 
such director, officer or security holder, is a party, or has a material interest, ad- 
verse to the bank or any of its subsidiaries shall also be described. 

4. Notwithstanding the foregoing, administrative or judicial proceedings arising 
under any Federal, State or local provisions which have been enacted or adopted 
regulating the discharge of materials into the environment or otherwise relating 
to the protection of the environment, shall not be deemed “ordinary routine litiga- 
tion incidental to the business” and shall be described if such proceeding is 
material to the business or financial condition of the bank or if it involves pri- 
marily a claim for damages and the amount involved, exclusive of interest and 
costs, exceeds 10 percent of the current assets of the bank and its subsidiaries on 
a consolidated basis. Any such proceedings by governmental authorities shall be 
deemed material and shall be described whether or not the amount of any claim 
for damages involved exceeds 10 percent of equity capital accounts on a consoli- 
dated basis and whether or not such proceedings are considered “ordinary routine 
litigation incidental to the business”; provided, however that such proceedings 
which are similar in nature may be grouped and described generically stating: the 
number of such proceedings in each group; a generic description of such proceed- 
ings; the issues generally involved; and, if such proceedings in the aggregate are 
material to the business or financial condition of the bank, the effect of such pro- 
ceedings on the business or financial condition of the bank. 

5. Discuss the extent of insurance coverage if appropriate to the type of pro- 
ceeding. 
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Item 11—Number of Equity Security Holders. 

State in the tabular form indicated below, the approximate number of holders 
of record of each class of equity securities of the bank as of the end of the last 
fiscal year. 


(1) (2) 


Title of class Number of record holders 


Instructions. 1. Attention is directed to the definitions of the term “equity 
security” in Section 3(a)(11) of the Act and to the definition of the term ‘held 
of record’ in § 335.2(k)(1). 

2. Information need not be given with respect to the number of holders of “re- 
stricted stock options,” “qualified stock options,” or options granted pursuant to a 
plan qualified as an “employee stock purchase plan,” as those terms are defined 
in Sections 422 through 424 of the Internal Revenue Code of 1954, as amended. 

Item 12—Nature of Trading Market. 

As to each class of securities to be registered pursuant to Section 12(g) of the 
Act, state briefly the nature of the trading market, if any, in such securities, in- 
cluding the names of the principal market makers and the reported high and low 
bid prices for each quarterly period during the past three years. 

Instruction. In furnishing high and low bid prices the bank may rely on quo- 
tations published in publications of national circulation, provided the source of 
the information is identified. If the principal market makers are not known, it will 
suffice to name three market makers which are believed to be actively engaged in 
making a market in the securities. 

Item 13—Recent Sales of Securities. 

Furnish the following information as to all securities of the bank sold by the 
bank within the past three years, or presently proposed to be sold. Include re- 
acquired securities, securities issued in exchange for property, services, or other 
securities, and new securities resulting from the modification of outstanding 
securities. 

(a) Give the date of sale, title, and amount of securities sold. 

(b) Give the names of the principal underwriters, if any. As to any securities 
sold privately, name the persons or identify the class of persons to whom the 
securities were sold. 

(c) As to securities sold for cash, state the aggregate offering price and the 
aggregate underwriting discounts or commissions. As to any securities sold other- 
wise than for cash, state the nature of the transaction and the nature and aggre- 
gate amount of consideration received by the bank. 

(d) Give a reasonably itemized statement of the purposes, so far as deter- 
minable, for which the net proceeds have been or are to be used and the approxi- 
mate amount to be used for each purpose. 

Instructions. 1. Information need not be set forth as to notes, drafts, bills of 
exchange, or bank acceptances that mature not later than 12 months from the 
date of issuance. 

2. If the sales were made in a series of transactions, the information may be 
given by such totals and periods as will reasonably convey the information required. 

Item 14—Capital Stock Being Registered. 

If capital stock is being registered, state the title of the class and furnish the 
following information: 

(a) Outline briefly (1) dividend rights; (2) voting rights; (3) liquidation 
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rights; (4) preemptive rights; (5) conversion rights; (6) redemption provisions; 
(7) sinking fund provisions; and (8) liability to further calls or to assessment by 
the bank. 

(b) If the rights of holders of such stock may be modified otherwise than by 
a vote of a majority or more of the shares outstanding, voting as a class, so state 
and explain briefly. 

(c) Outline briefly any restriction on the repurchase or redemption of shares 
by the bank while there is any arrearage in the payment of dividends or sinking 
fund installments. If there is no such restriction, so state. 

Instructions. 1, This item requires only a brief summary of the provisions that 
are pertinent from an investment standpoint. A complete legal description of the 
provisions referred to is not required and should not be given. Do not set forth 
the provisions of the governing instruments verbatim; only a succinct résumé 
is required. 

2. If the rights evidenced by the securities being registered are materially lim- 
ited or qualified by the rights of any other class of securities, include such infor- 
mation regarding such other securities as will enable investors to understand the 
rights evidenced by securities being registered. If any securities being registered 
are to be offered in exchange for other securities, an appropriate description of 
such other securities shall be given. No information need be given, however, as 
to any class of securities all of which will be redeemed and retired if appropriate 
steps to assure such redemption and retirement will be taken prior to registration 
of the securities being registered. 

Item 15—Long-Term Debt Being Registered. 

If long-term debt is being registered, outline briefly such of the following as are 
relevant: 

(a) Provisions with respect to interest, conversion, maturity, redemption, 
amortization, sinking fund, or retirement. 

(b) Provisions restricting the declaration of dividends or requiring the mainte- 
nance of any ratio of assets or the creation or maintenance of reserves or the 
maintenance of properties. 

(c) Provisions with respect to the kind and priority of any lien, securing the 
issue, together with a brief identification of the principal properties subject to 
each lien. 

(d) Provisions permitting or restricting the issuance of additional securities, 
the withdrawal of cash deposited against such issuance, the incurring of addi- 
tional debt, the release or substitution of assets securing the issue, the modifica- 
tion of the terms of the security and similar provisions. 

(e) The name of the trustee and the nature of any material relationship with 
the bank or any of its affiliates; the percentage of securities of the class necessary 
to require the trustee to take action, and what indemnification the trustee may re- 
quire before proceeding to enforce the lien. 

Instructions. 1. The instructions to Item 14 shall also apply to this item. 

2. Provisions permitting the release of assets upon the deposit of equivalent 
funds or the pledge of equivalent property, the release of property no longer re- 
quired in the business, obsolete property or property taken by eminent domain, 
the application of insurance moneys, and similar provisions, need not be described 
in answer to paragraph (d). 

Item 16—Other Securities Being Registered. 

If securities other than capital stock or long-term debt are being registered, out- 
line briefly the rights evidenced thereby. If subscription warrants or rights are 
being registered, state the title and amount of securities called for, the period dur- 
ing which and the price at which the warrants or rights are exercisable. 

Instructions. The instruction to Item 12 shall also apply to this item. 





I-275 REGULATIONS—12 C.F.R. PT. 335 


Item 17—Indemnification of Directors and Officers. 

State the general effect of any charter provision, bylaw, contract, arrangement, 
or statute under which any director or officer of the bank is insured or indem- 
nified in any manner against any liability that he may incur in his capacity as such. 

Item 18—Applicability of State Laws. 

Describe briefly the manner in which the laws of the State where the bank is 
located may materially affect such matters as the following: 

(a) de novo branching, banking facilities, and mergers; 

(b) interest rate ceilings; and 

(c) bank holding companies. 

Item 19—Financial Statements and Exhibits. 

List all financial statements and exhibits filed as part of the registration state- 
ment. 

(a) Financial statements. 

(b) Exhibits. 


SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act of 1934, the bank 
has duly caused this registration statement to be signed on its behalf by the un- 
dersigned thereunto duly authorized. 


(Name and title of signing officer) 


INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


These instructions specify the balance sheets and statements of income required 
to be filed as a part of a registration statement on this form. Section 335.7 gov- 
erns the verification, form, and content of the balance sheets and statements of 
income required, including the basis of consolidation, and prescribes the state- 
ment of changes in capital accounts, statement of changes in financial position, 
and the schedules to be filed in support thereof. 


A. FINANCIAL STATEMENTS OF THE BANK 


1. Balance Sheets. 

(a) The bank shall file a verified balance sheet as of the close of its latest fiscal 
year unless such fiscal year has ended within 90 days prior to the date of filing 
the registration statement, in which case the balance sheet may be as of the close 
of the preceding fiscal year. 

(b) If the latest fiscal year of the bank has ended within 90 days prior to the 
date of filing the registration statement and the balance sheet required by para- 
graph (a) is filed as of the end of the preceding fiscal year, there shall be filed 
as an amendment to the registration statement, within 120 days after the date of 
filing, a verified balance sheet of the bank as of the end of the latest fiscal year. 

2. Statements of Income. 

(a) The bank shall file verified statements of income for each of the three 
fiscal years preceding the date of the balance sheet required by Instruction 1(a). 

(b) There shall be filed with each balance sheet filed pursuant to Instruction 
1(b) a verified statement of income of the bank for the fiscal year immediately 
preceding the date of the balance sheet. 
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3. Omission of Bank’s Financial Statements in Certain Cases. 

Notwithstanding Instructions 1 and 2, the individual financial statements of the 
bank may be omitted if consolidated statements of the bank and one or more of 
its subsidiaries are filed. 

B. CONSOLIDATED STATEMENTS 


4. Consolidated Balance Sheets. 

(a) There shall be filed a verified consolidated balance sheet of the bank and 
its majority-owned (i) bank premises subsidiaries, (ii) subsidiaries doing a foreign 
banking business, and (iii) significant subsidiaries, as of the close of the latest fiscal 
year of the bank unless such fiscal year has ended within 90 days prior to the 
date of filing the registration statement, in which case this balance sheet may be 
as of the close of the preceding fiscal year. 

(b) If the latest fiscal year of the bank has ended within 90 days prior to the 
date of filing the registration statement, and the balance sheet required by para- 
graph (a) is filed as of the end of the preceding fiscal year, there shall be filed 
as an amendment to the registration statement, within 120 days after the date of 
filing, a verified consolidated balance sheet of the bank and such subsidiaries as of 
the end of the latest fiscal year. 

5. Consolidated Statement of Income. 

(a) There shall be filed verified statements of income of the bank and its ma- 
jority-owned (i) bank premises subsidiaries, (ii) subsidiaries doing a foreign bank- 
ing business, and (iii) significant subsidiaries, for each of the three fiscal years 
preceding the date of the consolidated balance sheet required by Instruction 4(a). 

(b) There shall be filed with each balance sheet filed pursuant to Instruction 
4(b), a verified consolidated statement of income of the bank and such sub- 


sidiaries for the fiscal year immediately preceding the date of the balance sheet. 


C. UNCONSOLIDATED SUBSIDIARIES AND OTHER PERSONS 


6. Separate Statements of Unconsolidated Subsidiaries and Other Persons. 

There shall be filed such other verified financial statements with respect to un- 
consolidated subsidiaries and other persons as are material to a proper under- 
standing of the financial position and results of operations of the total enterprise. 
For purposes of this item, “other persons” include 50 percent owned persons and 
unconsolidated persons in which the bank takes up equity in undistributed earnings. 


D. SPECIAL PROVISIONS 


7. Succession to Other Businesses. 

(a) If during the period for which its statements of income are required, the 
bank has by merger, consolidation, or otherwise succeeded to one or more busi- 
nesses, the additions, eliminations, and other changes effected in the succession 
shall be appropriately set forth in a note or supporting schedule to the balance 
sheets filed. In addition, statements of income for each constituent business, or 
combined statements, if appropriate, shall be filed for such period prior to the 
succession as may be necessary when added to the time, if any, for which state- 
ments of income after the succession are filed to cover the equivalent of the period 
as specified in Instructions 2 and 5 above. 

(b) If the bank by merger, consolidation, or otherwise is about to succeed to 
one or more businesses, there shall be filed for the constituent businesses financial 
statements, combined if appropriate, that would be required if they were register- 
ing securities under the Act. In addition, there shall be filed a balance sheet of 
the bank giving effect to the plan of succession. These balance sheets shall be set 
forth in such form, preferably columnar, as will show in related manner the bal- 
ance sheets of the constituent businesses, the changes to be effected in the succes- 
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sion and the balance sheet of the bank after giving effect to the plan of succession. 
By a footnote or otherwise, a brief explanation of the changes shall be given. 

(c) This instruction shall not apply with respect to the bank’s succession to 
the business of any majority-owned subsidiary or to any acquisition of a business 
by purchase. 

8. Acquisition of Other Businesses. 

(a) There shall be filed for any business directly or indirectly acquired by the 
bank after the date of the balance sheet filed pursuant to Part A or B above and 
for any business to be directly or indirectly acquired by the bank, the financial 
statements that would be required if such business were a bank. 

(b) The acquisition of securities shall be deemed to be the acquisition of a 
business if such securities give control of the business or combined with securities 
already held give such control. In addition, the acquisition of securities that will 
extend the bank’s control of a business shall be deemed the acquisition of the 
business if any of the securities being registered hereunder are to be offered in 
exchange for the securities to be acquired. 

(c) No financial statements need to be filed, however, for any business ac- 
quired or to be acquired from a majority-owned subsidiary. In addition, the 
statements of any one or more businesses may be omitted if such businesses, con- 
sidered in the aggregate as a single subsidiary, would not constitute a significant 
subsidiary. 

9. Filing of Other Statements in Certain Cases. 

The Corporation may, upon the request of the bank, and where consistent with 
the protection of investors, permit the omission of one or more of the statements 
herein required or the filing in substitution therefor of appropriate statements of 
comparable character. The Corporation may also require the filing of other 
statements in addition to, or in substitution for, the statements herein required in 
any case where such statements are necessary or appropriate for an adequate 
presentation of the financial condition of any person whose financial statements 
are required, or whose statements are otherwise necessary for the protection of 
investors. 


E. HISTORICAL FINANCIAL INFORMATION 


10. Scope of Part E. 

The information required by Part E shall be furnished for the seven-year period 
preceding the period for which statements of income are filed, as to the accounts of 
each person whose balance sheet is filed. The information is to be given as to all 
of the accounts specified whether they are presently carried on the books or not. 
Part E does not call for verification, but only for a survey or review of the ac- 
counts specified. It should not be detailed beyond a point material to an investor. 

11. Revaluation of Assets. 

(a) If there were any material increases or decreases resulting from revaluing 
of assets, state (1) in what year or years such revaluations were made; (2) the 
amounts of such increases or decreases, and the accounts affected, including all 
related entries; and (3) if in connection with such revaluations any related ad- 
justments were made in reserve accounts, the accounts and amounts with ex- 
planations. 

(b) Information is not required as to adjustments made in the ordinary course 
of business, but only as to major revaluations made for the purpose of entering 
on the books current values, reproduction cost, or any values other than original 
cost. 

(c) No information need be furnished with respect to any revaluation entry 
that was subsequently reversed or with respect to the reversal of a revaluation 
entry recorded prior to the period if a statement as to the reversal is made. 
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12. Capital Shares. 

(a) If there were any material restatements of capital shares that resulted in 
transfers from capital share liability to surplus, undivided profits, or reserves, state 
the amount of each such restatement and all related entries. No statement need 
be made as to restatements resulting from the declaration of share dividends. 

(b) If there was an original issue of capital shares, any part of the proceeds 
of which was credited to accounts other than capital stock accounts, state the title 
of the class, the accounts, and the respective amounts credited thereto. 

13. Debt Discount and Expense Written Off. 

If any material amount of debt discount and expense, on long-term debt still 
outstanding, was written off earlier than as required under any periodic amortiza- 
tion plan, give the following information: (1) title of the securities, (2) date of 
the write-off, (3) amount written off, and (4) to what account charged. 

14. Premiums and Discount and Expense on Securities Retired. 

If any material amount of long-term debt or preferred shares was retired, and 
if either the retirement was made at a premium or there remained, at the time 
of retirement, a material amount of unamortized discount and expense applicable 
to the securities retired, state for each class (1) title of the securities retired, (2) 
date of retirement, (3) amount of premium paid and of unamortized discount and 
expense, (4) to what account charged, and (5) whether being amortized and, if 
so, the plan of amortization. 

15. Other Changes in Surplus or Undivided Profits. 

If there were any material increases or decreases in surplus or undivided profits, 
other than those resulting from transactions specified above, the closing of the 
income account, or the declaration or payment of dividends, state (1) the year 
or years in which such increases or decreases were made; (2) the nature and 
amounts thereof; and (3) the accounts affected, including all material related 
entries. Instruction 10(c) above also applies here. 

16. Predecessors. 

The information shall be furnished, to the extent material, as to any predecessor 
of the bank from the beginning of the period to the date of succession, not only as 
to the entries made respectively in the books of the predecessor or the successor, 
but also as to the changes effected in the transfer of the assets from the predecessor. 
No information need be furnished, however, as to any one or more predecessors 
that, considered in the aggregate, would not constitute a significant predecessor. 

17. Omission of Certain Information. 

(a) No information need be furnished as to any subsidiary, whether consoli- 
dated or unconsolidated, for the period prior to the date on which the subsidiary 
became a majority-owned subsidiary of the bank or of a predecessor for which 
information is required above. 

(b) No information need be furnished hereunder as to any one or more uncon- 
solidated subsidiaries for which separate financial statements are filed if all sub- 
sidiaries for which the information is so omitted, considered in the aggregate, 
would not constitute a significant subsidiary. 

(c) Only the information specified in Instruction 10 need to be given as to any 
predecessor or any subsidiary thereof if immediately prior to the date of succession 
thereto by a person for which information is required, the predecessor or sub- 
sidiary was in insolvency proceedings. 


INSTRUCTIONS AS TO EXHIBITS 


Subject to the rules regarding incorporation by reference, the following exhibits 
shall be filed as a part of the registration statement. Exhibits shall be appropriately 
lettered or numbered for convenient reference. Exhibits incorporated by refer- 
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ence may bear the designation given in the previous filing. Where exhibits are in- 
corporated by reference, the reference shall be made in the list of exhibits in 
Item 18. 

1. Copies of the charter (or a composite or restatement thereof) and the by- 
laws (or instruments corresponding thereto) as presently in effect. 

2. Copies of any plan of acquisition, reorganization, readjustment, or succes- 
sion described in answer to Items 1 and 13. 

3. (a) Specimens or copies of all securities being registered hereunder, and 
copies of all constituent instruments defining the rights of holders of long-term 
debt of the bank and of all subsidiaries for which consolidated or unconsolidated 
financial statements are required to be filed. 

(b) There need not be filed, however, (1) any instrument with respect to long- 
term debt not being registered hereunder if the total amount of securities autho- 
rized thereunder does not exceed 25 percent of the equity capital accounts of the 
bank and its subsidiaries on a consolidated basis and if there is filed an agree- 
ment to furnish a copy of such instrument to the Corporation upon request, (2) 
any instrument with respect to any class of securities if appropriate steps to assure 
the redemption or retirement of such class will be taken prior to or upon delivery 
by the bank of the securities being registered, or (3) copies of instruments evi- 
dencing scrip certificates for fractions of shares. 

4. Copies of all pension, retirement, or other deferred compensation plans, 
contracts, or arrangements. If any such plan, contract, or arrangement is not set 
forth in a formal document, furnish a reasonably detailed description thereof. 
Copies of any booklet or other description of any such plan, contract, or arrange- 
ment shall also be filed. 

5. Copies of any plan setting forth the terms and conditions upon which out- 
standing options, warrants, or rights to purchase securities of the bank or its 
subsidiaries from the bank or its affiliates have been issued, together with speci- 
men copies of such options, warrants, or rights; or, if they were not issued pur- 
suant to such a plan, copies of each such option, warrant, or right. 

6. Copies of any voting trust agreement referred to in answer to Item 5. 

7. (a) Copies of every material contract not made in the ordinary course of 
business that is to be performed in whole or in part at or after the filing of the 
registration statement or that was made not more than two years before such filing 
and performance of which has not been completed. Only contracts need be filed 
as to which the bank or a subsidiary is a party or has succeeded to a party by as- 
sumption or assignment, or in which the bank or such subsidiary has a beneficial 
interest. 

(b) If the contract is such as ordinarily accompanies the kind of business 
conducted by the bank and its subsidiaries, it is made in the ordinary course of 
business and need not be filed, unless it falls within one or more of the following 
categories, in which case it should be filed except where immaterial in amount or 
significance: 

(1) Directors, officers, promoters, voting trustee, or security holders named 
in answer to Item 5(a) are parties thereto except where the contract merely in- 
volves purchase or sale of current assets having a determinable market price, at 
such price. 

(2) It calls for the acquisition or sale of fixed assets for a consideration ex- 
ceeding 10 percent of the value of all fixed assets of the bank and its subsidiaries. 

(3) It is a lease under which a significant part of the property described under 
Item 3 is held by the bank, or 

(4) The amount of the contract, or its importance to business of the bank and 
its subsidiaries, is material, and the terms and conditions are of a nature of which 
investors reasonably should be informed. 
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(c) Any bonus or profit-sharing plan, contract, or arrangement shall be deemed 
material and shall be filed. 


[{ 69.42] § 335.42 Form for annual report of bank (Form F-2). 


ForM F-2 


“ANNUAL REPORT PURSUANT TO SECTION 13 OF THE SECURITIES 
EXCHANGE ACT OF 1934 


For the fiscal year ended 


ST, oe oo ee ec oes aaa es aia thei eae 
(Exact name of bank as specified in its charter) 


(Address of principal office) 


Bank’s telephone number, including area code 


Securities registered pursuant to Section 12(b) of the Act: 


Title of each class 


(Title of class) 


Indicate by check mark whether the bank (1) has filed all reports required to 
be filed by Section 13 of the Securities Exchange Act of 1934 during the preced- 
ing 12 months (or for such shorter period that the bank was required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. 
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GENERAL INSTRUCTIONS 


A. Preparation of Report. 

This form is not to be used as a blank form to be filled in but only as a guide 
in the preparation of an annual report. The report shall contain the numbers and 
captions of all items required to be answered, but the text of such items may be 
omitted if the answers with respect thereto are prepared in the manner specified 
in § 335.4(u). Particular attention should be given to the definitions in § 335.2 
and the general requirements in § 335.4. Except as otherwise stated, the informa- 
tion required shall be given as of the end of the bank’s fiscal year, or as of the 
latest practicable date subsequent thereto. 

B. Incorporation by Reference. 

Any financial statement contained in a proxy statement, in a statement where 
management does not solicit proxies, or in an annual report to security holders 
furnished to the Corpration pursuant to § 335.5(c) may be incorporated by ref- 
erence if such financial statements substantially meet the requirements of this form. 
When filing a Form F-2 which incorporates by reference an annual report to 
shareholders, schedules to Form F-2 may be omitted if the required schedule data 
is included in financial statements’ notes. If schedules are omitted, the Item 11 
index to Form F-2 should refer to a specific note number opposite the caption of 
the omitted schedule and state that the schedule is omitted because required in- 
formation appears in the notes. 

C. Reports by Banks Not Filing Proxy Statements or Statements Where Man- 
agement Does Not Solicit Proxies. 

Information contained in an annual report to security holders furnished to the 
Corporation pursuant to the Corporation, pursuant to Instruction D below, by any 
bank not subject to Instruction B, may be incorporated by reference in answer or 
partial answer to any item of this form. In addition, any financial statements 
contained in any such annual report may be incorporated by reference if such 
financial statements substantially meet the requirements of this form. 

D. Annual Reports to Stockholders. 

Every bank that files an annual report on this form shall furnish to the Corpora- 
tion for its information four copies of any annual report to security holders cov- 
ering such registrant bank’s latest fiscal year, unless copies thereof are furnished 
to the Corporation pursuant to § Such report shall be mailed to the 
Corporation not later than the date on which it is first sent or given to security 
holders, but shall not be deemed to be “filed” with the Corporation or otherwise 
subject to the liabilities of Section 18 of the Act, except to the extent that the 
bank specifically requests that it be treated as a part of its annual report on this 
form or incorporates it herein by reference. If no annual report is submitted to 
security holders for the bank’s latest fiscal year, the Corporation shall be so 
advised. 

E. Omission of Information Previously Filed. 

(a) Except as provided in paragraph (b) below, the information called for by 
Part I of this form (Items 1 through 10) is to be furnished by all banks required 
to file a report on this form. Part II (Items 12 through 16) may be omitted from 
the report by any bank which, since the close of the fiscal year, has filed with the 
Corporation a definitive proxy statement pursuant to § 335.5(a), or a definitive 
information statement where management does not solicit proxies pursuant to this 
Part, which involved the election of directors, or which files such a proxy or in- 
formation statement not later than 120 days after the close of the fiscal year. 

(b) If the information called for by Item 4 or 9 would be unchanged from 
that given in a previous report, a reference to the previous report which includes 
the required information will be sufficient. Copies of such previous report need 
not be filed with the reports currently being filed on this form. 
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PART I (SEE INSTRUCTION E) 


Item 1—Business. 

(a) Briefly describe the business done and intended to be done by the bank 
and its subsidiaries. If material is necessary for an understanding of the business, 
briefly describe the information specified in Item[s] 1(b) (1) to (8) below. 

(b) Describe any material changes and developments since the beginning of the 
fiscal year in the business done and intended to be done by the bank and its sub- 
sidiaries. The description shall include information as to matters such as the 
following: 

(1) Competitive conditions in the industry involved and the competitive posi- 
tion of the bank if known or reasonably available to the bank. If several services 
are involved, separate consideration shall be given to the principal services or 
classes of services. 

(2) If a material part of the business is dependent upon a single customer or 
a few customers, the loss of any one or more of whom would have a materially 
adverse effect on the business of the bank, the name of the customer or custom- 
ers, their relationship, if any, to the bank and material facts regarding their im- 
portance to the business of the bank. 

(3) The principal services rendered by the bank, the principal markets for, 
and methods of distribution of, such services, including any significant changes in 
the kinds of services rendered, or in the market or methods of distribution, during 
the past three fiscal years. 

(4) The importance to the business and the duration and effect of, all material 
patents, trademarks, licenses, franchises, and concessions held. 

(5)(i) The estimated dollar amount spent during each of the last two fiscal 
years On material research activities relating to the development of services or the 
improvement of existing services. 

(ii) If there has been a public announcement of, or if information otherwise 
has become public about, a new product or line of business requiring the invest- 
ment of a material amount of total assets, a description of the status of such line 
(e.g., whether in the planning state). 

(iii) Where material state the approximate number of employees engaged full 
time in each of activities described in (i) above during each fiscal year and in (ii). 


Note: Item 1(b)(5) (ii) is not intended to require disclosure of otherwise non-public 
corporate information the disclosure of which would adversely affect the bank’s com- 
petitive position. Subparagraph (i) requires disclosure of financial information relating 
to research and development activities. Subparagraph (ii) is intended to elicit additional 
specific information only where there has been a public announcement or where infor- 
mation has otherwise become public about a new line of business requiring the invest- 
ment of a material amount of total assets. 


(6) The material effects that compliance with Federal, State, and local provi- 
sions which have been enacted or adopted regulating the discharge of materials 
into the environment, or otherwise relating to the discharge of materials into the 
environment, may have upon the capital expenditures, earnings, and competitive 
position of the bank and its subsidiaries. 

(7) The number of persons employed by the bank. 

(8) The extent to which the business of the bank or material portion thereof is 
or may be seasonal. 

Instructions. 1. If the bank proposes to enter, or has recently entered or intro- 
duced a new line of business requiring the investment of a material amount of its 
total assets, provide as supplemental information, but not as a part of the report, 
a copy of any market studies conducted or performed by or for the bank relat- 
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ing to such business and a statement as to the actual or proposed use of such 
study. Where material, disclosure in the report of the absence of such a study is 
required. 

2. Positive and negative factors pertaining to the competitive position of the 
bank, to the extent that they exist, should be explained, if known or reasonably 
available to the bank. An estimate of the number of competitors should be in- 
cluded, and, where material, the particular markets in which the bank competes 
should be identified. Where one or a small number of competitors are dominant, 
they should be identified. 

3. Where material to understanding the bank’s business, the bank’s and indus- 
try practices and conditions as they relate to liquidity items should be explained 
(e.g., where the bank’s business is highly seasonal). 

4. The description shall not relate to the powers and objects specified in the 
charter, but to the actual business done and intended to be done. Include the 
business of subsidiaries and affiliates of the bank insofar as is necessary to under- 
stand the character and development of the business conducted by the bank. 

5. In describing development, information shall be given as to matters such as 
the following: The nature and results of any material reorganization, readjust- 
ment, or succession of the bank or any of its significant subsidiaries; the acquisi- 
tion or disposition of any material amount of assets otherwise than in the ordinary 
course of business; and any material changes in the mode of conducting the 
business. 

6. The business of a predecessor or predecessors shall be deemed to be the 
business of the bank for the purpose of this item. 

7. Appropriate disclosure shall be made with respect to any material portion 
of the business which may be subject to termination at the election of any 
person (e.g., depositor). 

(c) Information as to lines of business. If the bank and its subsidiaries are 
engaged in any business, in addition to normal commercial or mutual savings bank 
activities, state, for each of the bank’s last five fiscal years, or for each fiscal year 
the bank has been engaged in business, whichever period is less, the approximate 
amount or percentage of (i) total revenues, and (ii) income (or loss) before 
income taxes and extraordinary items, attributable to each line of business which 
during either of the last two fiscal years accounted for— 

(A) 10 percent or more of the total of revenues. 

(B) 10 percent or more of income before income taxes and extraordinary 
items computed without deduction of loss resulting from operations of any line of 
business, or 

(C) a loss which equalled or exceeded 10 percent of the amount of income 
specified in (B) above; provided, however, that if total revenues did not exceed 
$50,000,000 during either of the last two fiscal years, the percentages specified in 
(A), (B), and (C) above shall be 15 percent, instead of 10 percent. 

If it is impracticable to state the contribution to income (or loss) before income 
taxes and extraordinary items for any line of business, state the contribution 
thereof to the results of operations most closely approaching such income, together 
with a brief explanation of the reasons why it is not practicable to state the con- 
tribution to such income or loss. 

(d) If the bank and its subsidiaries engage in material operations in foreign 
countries, or if a material portion of revenues is derived from customers in foreign 
countries, appropriate disclosure shall be made with respect to the importance 
of that part of the business to the bank and the risks attendant thereto. Insofar as 
practicable, furnish information with respect to volume and relative profitability 
of such operations. 

(e) The Corporation may, upon written request of the bank and where con- 
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sistent with the protection of investors, permit the omission of any of the informa- 
tion herein required or the furnishing in substitution therefor of appropriate 
information of comparable character. The Corporation may also require the 
furnishing of other information in addition to, or in substitution for, the informa- 
tion herein required in any case where such information is necessary or appro- 
priate for an adequate description of the business done or intended to be done. 

Item 2—Summary of Operations. 

Furnish in comparative columnar form a summary of operations for the bank, 
or for the bank and its subsidiaries consolidated, or both, as appropriate for— 

(a) each of the last five fiscal years of the bank (or for the life of the bank 
and its predecessors, if less), and 

(b) any additional fiscal years necessary to keep the summary from being 
misleading. 

Where necessary, include information or explanation of material significance 
of investors in appraising the results shown, or refer to such information or ex- 
planation set forth elsewhere in the report. 

Instructions. 1. As a minimum, the following items shall be included: Operating 
revenues, operating expenses, income before income taxes and security gains 
(losses), applicable income taxes, income before security gains (losses), security 
gains (losses), extraordinary items less applicable tax, cumulative effects of 
changes in accounting principles and net income. 

2. If a period or periods reported on include operations of a business prior to 
the date of acquisition, or for other causes differ from reports previously issued for 
any period, the summary shall be reconciled as to sales or revenues and net in- 
come in the summary or in a note thereto with the amounts previously reported; 
provided, however, that such reconciliations need not be made (1) if they have 
been made in filings with the Corporation in prior years or (2) the financial 
statements which are being retroactively adjusted have not previously been filed 
with the Corporation or otherwise made public. 

3. The summary shall be prepared to show earnings applicable to common 
stock. Per share earnings and dividends declared for each period of the summary 
shall also be shown. The basis of the computation of per share earnings shall 
be stated, together with the number of shares used in the computation. The bank 
shall file as an exhibit a statement setting forth in reasonable detail the computa- 
tion of per share earnings, unless the computation can be clearly determined from 
the answer to this item. 

4. (a) If debt securities are registered under Section 12 of the Act, the bank 
may, at its option, show in tabular form for each fiscal year the ratio of earnings 
to fixed charges. Such ratio shall be calculated both on the basis of excluding 
interest on deposits and including interest on deposits as part of “fixed charges”. 

(b) Earnings shall be computed after all operating and income deductions 
except fixed charges and taxes based on income or profits and after eliminating 
undistributed income of unconsolidated subsidiaries and 50 percent or less owned 
persons. 

(c) The term “fixed charges shall mean (i) interest and amortization of debt 
discount and expense and premium on all indebtedness; (ii) such portion of 
rentals as can be demonstrated to be representative of the interest factor in the 
particular case. 

(d) Any bank electing to show the ratio of earnings to fixed charges, in ac- 
cordance with this instruction, shall file as an exhibit a statement setting forth in 
reasonable detail the computations of the ratios shown. 

5. Describe any change in accounting principles or practices followed by the 
bank, or any change in the method of applying any such accounting principles or 
practices, which materially affected the financial statements being filed with the 





I-285 REGULATIONS—12 C.F.R. PT. 335 q 69.42 


Corporation for the fiscal year covered by the report or which is reasonably cer- 
tain to affect the financial statements of future fiscal years. State the date of the 
change and the reasons therefor. A letter from the bank’s independent account- 
ants, if any, approving or otherwise commenting on the change, shall be filed as 
an exhibit unless previously filed. 

6. For any event which was required to be reported pursuant to Item 10(a) of 
Form F-3 in which an amount of cost was estimated to be incurred in the fiscal 
year being reported on or the prior fiscal year, summarize such transaction and 
state the amounts of the actual amounts, if any, and provide a detailed recon- 
ciliation showing all amounts of such estimated cost and the amounts of the actual 
cost incurred in such periods, and the reasons for differences in estimated or 
actual amounts, if any. 

7. The provisions of Instruction 6 to Item 2 of § 335.41 shall be applicable 
to filings pursuant to this Item 2. 

Item 3—Properties. 

State briefly the location and general character, individually or by categories, 
of (a) properties held in fee, or leased, by the bank and its subsidiaries, in which 
the banking offices are located, indicating any major encumbrances with respect 
thereto, and (b) other physical properties of material value that are owned or 
leased by the bank or its subsidiaries. State the expiration dates of material 
leases. In the event aggregate annual rentals paid during the bank’s last fiscal 
year exceeded five percent of its operating expenses, state the amount of such 
rentals and the average term of the leases pursuant to which such rentals were 
paid. 

Instruction. What is required is such information as will reasonably inform 
investors as to the suitability, adequacy and extent of utilization of the facilities 
used in the enterprise. Detailed descriptions of the physical characteristics of in- 
dividual properties or legal descriptions by metes and bounds are not required 
and should not be given. 

Item 4—Parents and Subsidiaries. 

Furnish a list or diagram of all parents and subsidiaries of the bank and as to 
each person named indicate the percentage of voting securities owned, or other 
basis of control, by its immediate parent, if any. 

Instructions. 1. The list or diagram shall include the oank and shall be so 
prepared as to show clearly the relationship of each person named to the bank and 
to the other persons named. If any person is controlled by means of the direct 
ownership of its securities by two or more persons, so indicate by appropriate cross 
reference. 

2. Designate by appropriate symbols (a) subsidiaries for which separate finan- 
cial statements are filed; (b) subsidiaries included in consolidated financial state- 
ments; (c) subsidiaries included in group financial statements filed for uncon- 
solidated subsidiaries; and (d) other subsidiaries, indicating briefly why financial 
statements of such subsidiaries are not filed. 

3. Include the name of the State or other jurisdiction in which each subsidiary 
was incorporated or organized. 

4. The names of the particular subsidiaries may be omitted if the unnamed sub- 
sidiaries, considered in the aggregate as a single subsidiary, would not constitute 
a significant subsidiary. 

5. If the bank owns directly or indirectly approximately 50 percent of the vot- 
ing securities of any person and approximately 50 percent of the voting securities 
of such person is owned directly or indirectly by another single interest, or if the 
bank takes up the equity in undistributed earnings of any other unconsolidated 
person, such person shall be deemed to be a subsidiary for the purpose of this 
item. 
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Item 5—Legal Proceedings. 

Briefly describe any material pending legal proceedings, other than ordinary 
routine litigation incidental to the business, to which the bank or any of its sub- 
sidiaries is a party or of which any of their property is the subject. Include the 
name of the court or agency in which the proceedings are pending, the date in- 
stituted, the principal parties thereto, a description of the factual basis alleged to 
underlie the proceeding and the relief sought. Include similar information as to 
any such proceedings known to be contemplated by governmental authorities. 

Civil Rights—When legal proceedings arising under civil rights statutes are 
pending or known to be contemplated by government agencies, the proceedings 
must be disclosed if they are material. 

Instructions. 1. Any proceeding to which the bank is subject to an order is- 
sued by the Board of Directors of the Corporation pursuant to Section 8 of the 
Federal Deposit Insurance Act shall also be described. 2. No information need be 
given with respect to any proceeding which involves primarily a claim for dam- 
ages if the aggregate amount involved does not exceed 10 percent of the equity 
capital accounts of the bank and its subsidiaries on a consolidated basis. How- 
ever, if any proceedings present in large degree the same issues as other proceed- 
ings pending or known to be contemplated, the amount involved in such other 
proceedings shall be included in computing such percentage. 

3. Any material proceedings to which any director, officer, or affiliate of the 
bank, any security holder named in answer to Item 12(a) or any associate of any 
such director, officer or security holder, is a party, or has a material interest, ad- 
verse to the bank or any of its subsidiaries shall also be described. 

4. Notwithstanding the foregoing, administrative or judicial proceedings aris- 
ing under any Federal, State, or local provisions regulating the discharge of ma- 
terials into the environment or otherwise relating to the protection of the environ- 
ment, shall not be deemed “ordinary routine litigation incidental to the business” 
and shall be described if such proceeding is material to the business or financial 
condition of the bank or if it involves primarily a claim for damages and the 
amount involved, exclusive of interest and costs, exceeds 10 percent of the equity 
capital accounts of the bank and it subsidiaries on a consolidated basis. Any such 
proceedings by governmental authorities shall be deemed material and shall be 
described whether or not the amount of any claim for damages involved exceeds 
10 percent of equity capital accounts on a consolidated basis and whether or not 
such proceedings are considered “ordinary routine litigation incidental to the 
business”; provided, however, that such proceedings which are similar in nature 
may be grouped and described generically stating: The number of such proceed- 
ings in each group; a generic description of such proceedings; the issues generally 
involved; and, if such proceedings in the aggregate are material to the business 
or financial condition of the bank, the effect of such proceedings on the business 
or financial condition of the bank. 

5. Discuss the extent of insurance coverage, if appropriate to the type of pro- 
ceeding. 

Item 6—Increases and Decreases in Outstanding Securities. 

General Instruction. The information called for herein shall be given as to each 
security. If the information called for has been previously reported on Form F-4 
or some other form, it may be incorporated by a specific reference to the pre- 
vious filing. 

(a) Give the following information as to all increases and decreases during 
the fiscal year in the amount of equity securities of the bank outstanding: 

(1) The title of the class of securities involved; 

(2) The date of the transaction; 

(3) The amount of securities involved and whether an increase or a decrease; 
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(4) A brief description of the transaction in which the increase or decrease oc- 
curred. If previously reported, the description may be incorporated by a specific 
reference to the previous filing. 

Instruction. The information shall be prepared in the form of a reconciliation 
between the amounts shown to be outstanding on the balance sheet to be filed 
with this report and the amounts shown on the bank’s balance sheet for the pre- 
vious year. The exercise of outstanding options or warrants (separately by class 
or type of option or warrant), conversions of previously issued convertible securi- 
ties (separately by class of security) and the issuance of options may be grouped 
together showing the dates between which all such transactions occurred. 

(b) Give the following information as to all securities of the bank sold by the 
bank during the fiscal year. Include sales of the bank’s reacquired securities as 
well as new issues, securities issued in exchange for property, services or other 
securities, and new securities resulting from the modification of outstanding 
securities: 

(1) Give the date of sale, and the title and amount of the bank’s securities sold; 

(2) Give the market price on the date of sale, if applicable; 

(3) Give the names of the brokers, underwriters or finders, if any. As to any 
securities sold but which were not the subject of a public offering, name the per- 
sons or identify the class of persons to whom the securities were sold; 

(4) As to securities sold for cash, state the aggregate offering price and the 
aggregate underwriting discounts, brokerage commissions, or finder’s fees. As to 
any securities sold otherwise than for cash, state the nature of the transaction and 
the nature and aggregate amount of consideration received by the bank; 

(5) State whether the securities have been legended and stop-transfer in- 
structions given in connection therewith. 

Item 7—Approximate Number of Equity Security Holders. 

State .n the tabular form indicated below the approximate number of holders 
of record of each class of equity securities of the bank as of the end of the fiscal 
year: 


(1) (2) 


Title of class Number of record holders 


Instructions. 1. Attention is directed to the definition of the term “equity se- 
curity” in Section 3(a)(11) of the Act and the definition of the term “held of 
record” at § 335.2(k)(1). 

2. The information shall be given as of the end of the last fiscal year or as of 
any subsequent date, except that if the latest determination of the number of 
record holders of any class of equity securities was made for some other purpose 
within 90 days prior to the end of the last fiscal year, the information may be 
given as of the date of such determination. 

3. Information need not be given with respect to the number of holders of out- 
standing nontransferable options to purchase securities of the bank. 

Item 8—Principal Officers of the Bank. 

(a) List the names and ages of all principal officers of the bank and all per- 
sons chosen to become principal officers; state the nature of any family relation- 
ship between them; indicate all positions and offices with the bank held by each 
such person; state his term of office as officer and the period during which he has 
served as such and briefly describe any arrangement or understanding between 
him and any other person pursuant to which he was selected as an officer. 

Instructions. 1. Do not include arrangements or understandings with directors 
or officers of the bank acting solely in their capacities as such. 
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2. For purposes of this item, the term “principal officer” should be defined as 
provided by § 335.2(s). 

3. The term “family relationship” means any relationship by blood, marriage 
or adoption, not more remote than first cousin. 

(b) Give a brief account of the business experience during the past five years 
of each principal officer, including his principal occupations and employment 
during that period and the name and principal business of any corporation or 
other organization in which such occupations and employment were carried on. 
Where a principal officer has been employed by the bank or a subsidiary of the 
bank for less than five years, a brief explanation should be included as to the 
nature of the responsibilities undertaken by the individual in prior positions to 
provide adequate disclosure of his prior business experience. What is required 
is information relating to the level of his professional competence, which may in- 
clude, depending upon the circumstances, such specific information as the size of 
the operation supervised. 

Item 9—Indemnification of Directors and Officers. 

State the general effect of any charter provisions, bylaw, contract, arrangement 
or statute under which any director or officer of the bank is insured or indem- 
nified in any manner against any liability which he may incur in his capacity as 
such. 

Item 10—Applicability of State Laws. 

Describe briefly the manner in which the laws of the State where the bank is 
located may materially affect such matters as the following: 

(a) de novo branching, banking facilities, and mergers; 

(b) interest rate ceilings; and 

(c) bank holding companies. 

Item 11—Financial Statements and Exhibits. 

List below all financial statements and exhibits filed as a part of the annual 
report: 

(A) Financial statements. 

(B) Exhibits, including those incorporated by reference. 

Instruction. Where any financial statement or exhibit is incorporated by ref- 
erence, the incorporation by reference shall be set forth in the list required by 
this item. See § 335.4(m). 


PART II (SEE INSTRUCTION E) 

Item 12—Principal Security Holders and Security Holdings of Management. 

(a) Furnish the following information, in substantially the tabular form in- 
dicated, as to the voting securities of the bank owned of record or beneficially by 
each person who owns of record, or is known by the bank to own beneficially, 
more than 10 percent of any class of such securities. Show in Column (3) 
whether the securities are owned both of record and beneficially, of record only, 
or beneficially only, and show in Columns (4) and (5) the respective amounts 
and percentages owned in each such manner. 








Type of Amount Percent of 


Name and address Title of class : ae 
ownership owned class 








(b) Furnish the following information in substantially the tabular form indi- 
cated as to each class of equity securities of the bank or any of its parents or sub- 
sidiaries, other than directors’ qualifying shares, beneficially owned directly or 
indirectly by all directors and officers of the bank as a group, without naming them. 
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(1) (2) (3) 


Amount 
Title of class beneficially 
owned 


Percent of 
class 


Instructions. 1. The percentages are to be calculated on the basis of the 
amount of outstanding securities, excluding securities held by or for the account 
of the bank. In any case where the amount owned by directors and officers as a 
group is less than one percent of the class, the percent of the class owned by them 
may be omitted. 

2. For the purpose of this section, a person shall be deemed to be the beneficial 
owner of securities which he has the right to acquire through the exercise of pres- 
ently exercisable options, warrants or rights or through the conversion of pres- 
ently convertible securities. In computing the percentage of the class owned, 
securities which such person has a right to acquire shall be deemed to be out- 
standing. 

3. If, to the knowledge of the bank more than 10 percent of any class of voting 
securities of the bank is held or to be held subject to any voting trust or other 
similar agreement, state the title of such securities, the amount held or to be held 
and the duration of the agreement. Give the names and addresses of the voting 
trustees and outline briefly their voting rights and other powers under the agree- 
ment. 

(c) Describe any contractual arrangements, known to the bank, including any 
pledge of securities of the bank or any of its parents, the operation of the terms 
of which may at a subsequent date result in a change in control of the bank. 

Instruction. This paragraph does not require a description of ordinary default 
provisions contained in the charter, trust indentures or other governing instru- 
ments relating to securities of the bank. 

Item 13—Directors of the Bank. 


Note: Paragraph (c) of Item 13 also applies to principal officers of the bank. 


(a) List the name and age of each director of the bank, the date on which his 
present term of office will expire and the nature of all other positions and offices 
with the bank presently held by him. The same information shall be provided 
with respect to each person chosen to become a director. 

(b) If not previously reported, state the nature of any family relationship be- 
tween each such director and any other director or any principal officer of the 
bank and give a brief account of his business experience during the past five years, 
including his principal occupations and employment during that period and the 
name and principal business of any corporation or other organization in which 
such occupation or employment was carried on. Where a person has been on 
the bank’s board for less than five years, a brief explanation should be included 
as to the nature of the responsibilities undertaken by the individual in prior posi- 
tions to provide adequate disclosure of his prior business experience. What is 
required is information relating to the level of his professional competence and 
experience. 

(c) Describe any of the following events which have occurred during the past 
10 years and which are material to an evaluation of the ability and integrity of any 
director or principal officer of the bank: 





REGULATIONS—12 C.F.R. PT. 335 1-290 


(1) A petition under the Bankruptcy Act or any State insolvency law was 
filed by or against, or a receiver, fiscal agent or similar officer was appointed by 
a court for business or property of, such person, or any partnership in which he 
was a general partner at or within two years before the time of such filing, or any 
corporation or business association of which he was an executive officer at or 
within two years before the time of such filing. 

(2) Such person was convicted in a criminal proceeding (excluding traffic vio- 
lations and other minor offenses) or is the subject of a criminal proceeding which 
is presently pending; or 

(3) Such person was the subject of any order, judgment or decree of any 
court of competent jurisdiction permanently or temporarily enjoining him from act- 
ing as an investment adviser, underwriter, broker or dealer in securities, or as an 
affiliated person, director or employee of any investment company, bank, savings 
and loan association or insurance company, or from engaging in or continuing 
any conduct or practice in connection with the purchase or sale of any security, or 
was the subject of any order of a Federal or state authority barring or suspending 
for more than 60 days the right of such person to be engaged in any such activity 
or to be associated with persons engaged in any such activity, which order has 
not been reversed or suspended. 

Instructions. 1. Instruction 2 to Item 8 shall also apply to this item. 

2. If any event specified in paragraph (c) has occured but information in re- 
gard thereto is omitted on the ground that it is not material, the bank shall fur- 
nish, as supplemental information and not as a part of this report, a description 
of the event, and a statement of the reasons for the omission of information in 
regard thereto. 

Item 14—Remuneration of Directors and Officers. 

Set forth the same information as to remuneration of officers and directors and 
their transactions with management and others as is required to be furnished by 
Items 7(a), (b) and (c) of Form F-S. 

Item 15—Options Granted to Management to Purchase Securities. 

Furnish the following information, in substantially the tabular form indicated, 
as to all options to purchase any securities from the bank or any of its subsidiaries 
which were granted to or exercised by the following persons since the beginning 
of the fiscal year, and as to all options held by such persons as of the latest prac- 
ticable date regardless of when such options were granted: (i) each director and 
officer named in answer to Item 7(a)(1) of Form F-5, naming each such person; 
and (ii) all directors and officers of the bank as a group, without naming them: 


All directors 
and officers 
as a group 


(Insert (Insert (Insert 
name) name) name) 





Options granted: 

Number of shares 

Average option price per share 
Options exercised: 

Number of shares 

Aggregate option price of shares pur- 


Aggregate market value of shares on 
date options were exercised 
Unexercised options held at (insert date) : 
Number of shares 
Average option price per share 
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Instructions. 1. The term “options” as used in this item includes all options, 
warrants or rights, other than those issued to security holders as such on a pro 
rata basis. Where the average option price per share is called for, the weighted 
average price per share shall be given. 

2. The extension, regranting or material amendment of options shall be deemed 
the granting of options within the meaning of this item. 

3. (i)Where the total market value on the granting dates of the securities called 
for by all options granted during the period specified does not exceed $10,000 for 
any Officer or director named in answer to Item 7(a)(1) of Form F-5 or $40,000 
for all officers or directors as a group, this item need not be answered with 
respect to options granted to such person or group. (ii) Where the total market 
value on the dates of purchase of all securities purchased through the exercise of 
options during the period specified does not exceed $10,000 for any such person 
or $40,000 for such group, this item need not be answered with respect to options 
exercised by such person or group. (iii) Where the total market value as of the 
latest practicable date of the securities called for by all options held at such time 
does not exceed $10,000 for any such person or $40,000 for such group, this 
item need not be answered with respect to options held as of the specified date by 
such person or group. 

4. If the options relate to more than one class of securities, the information 
shall be given separately for each such class. 

Item 16—Interest of Management and Others in Certain Transactions. 

(a) Describe briefly any transactions since the beginning of the last fiscal 
year or any presently proposed transactions, to which the bank or any of its 
subsidiaries was or is to be a party, in which any of the following persons had 
or is to have a direct or indirect material interest, naming such person and stating 
his relationship to the bank, the nature of his interest in the transaction and, where 
practicable, the amount of such interest: 

(1) Any director or officer of the bank; 

(2) Any security holder named in answer to Item 12(a); and 

(3) Any associate of any of the foregoing persons. 

Instructions. 1. This item applies to any person who held any of the positions 
or relationships specified at any time during the period specified. However, in- 
formation need not be given for any portion of the period during which such 
person did not hold any such position or relationship. 

2. No information need be given in response to this item as to any remuneration 
or other transaction reported in response to Item 14 or 15, or as to any trans- 
action with respect to which information may be omitted pursuant to Instruction 2 
to Item 14(b), the instruction to Item 14(c), or Instruction 2 or 3 or paragraph 
(b) of this item. 

3. No information need be given in answer to this item as to any transaction 
where— 

(a) the rates or charges involved in the transaction are determined by com- 
petitive bids, or the transaction involves the rendering of services at rates or 
charges fixed in conformity with law or governmental authority; 

(b) the transaction involves services as a bank depository of funds, transfer 
agent, registrar, trustee under a trust indenture, or similar services; 

(c) the amount involved in the transaction or a series of similar transactions, 
including all periodic installments in the case of any lease or other agreement 
providing for periodic payments or installments, does not exceed $40,000; or 

(d) the interest of the specified person arises solely from the ownership of 
securities of the bank and the specified person receives no extra or special benefit 
not shared on a pro rata basis by all holders of securities of the class. 
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4. It should be noted that this item calls for disclosure of indirect, as well as 
direct, material interests in transactions. A person who has a position or relation- 
ship with a firm, corporation, or other entity, which engages in a transaction with 
the bank or its subsidiaries may have an indirect interest in such transaction by 
reason of such position or relationship. However, a person shall be deemed not 
to have a material indirect interest in a transaction within the meaning of this item 
where— 

(a) the interest arises only (i) from such person’s position as a director of 
another corporation or organization (other than a partnership) which is a party 
to the transaction, or (ii) from the direct or indirect ownership by such person 
and all other persons specified in subparagraphs (1) and (3) above, in the 
aggregrate, of less than 10 percent equity interest in another person (other than 
a partnership) which is a party to the transaction, or (iii) from both such position 
and ownership; 

(b) the interest arises only from such person’s position as a limited partner 
in a partnership in which he and all other persons specified in (1) through (3) 
above had an interest of less than 10 percent; or 

(c) the interest of such persons arises solely from the holding of an equity 
interest (including a limited partnership interest, but excluding a general partner- 
ship interest) or a creditor interest in another person which is a party to the trans- 
action with the bank or any of its subsidiaries and the transaction is not material 
to such other person. 

5. The amount of the interest of any specified person shall be computed without 
regard to the amount of the profit or loss involved in the transaction. Where it is 
not practicable to state the approximate amount of the interest, the approximate 
amount involved in the transaction shall be indicated. 

6. In describing any transaction involving the purchase or sale of assets by or 
to the bank or any of its subsidiaries, otherwise than in the ordinary course of 
business, state the cost of the assets to the purchaser and, if acquired by the seller 
within two years prior to the transaction, the cost thereof to the seller. 

7. The foregoing instructions specify certain transactions and interests as to 
which information may be omitted in answering this item. There may be situations 
where, although the foregoing instructions do not expressly authorize nondisclosure, 
the interest of a specified person in the particular transaction or series of trans- 
actions is not a material interest. In that case, information regarding such interest 
and transaction is not required to be disclosed in response to this item. 

8. Information should be included as to any material underwriting discounts 
and commissions upon the sale of securities by the bank where any of the specified 
persons was or is to be a principal underwriter or is a controlling person or a 
a member of a firm that was or is to be a principal underwriter. Information need 
not be given concerning ordinary management fees paid by underwriters to a 
managing underwriter pursuant to an agreement among underwriters the parties 
to which do not include the bank or its subsidiaries. 

(b) State as to each of the following persons who was indebted to the bank or 
its subsidiaries at any time since the beginning of the last fiscal year of the bank: 
(i) the largest aggregate amount of indebtedness outstanding at any time during 
such period, (ii) the nature of the indebtedness and of the transaction in which it 
was incurred, (iii) the amount thereof outstanding as of the latest practicable date, 
and (iv) the rate of interest paid or charged thereon: 

(1) Each director or officer of the bank; 

(2) Any security holder named in answer to Item 12(a); and 

(3) Each associate of any of the foregoing persons. 

Instructions. 1. Include the name of each person whose indebtedness is de- 
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scribed and the nature of the relationship by reason of which the informaton is 
required to be given. 

2. Disclosure under this paragraph (b) is not required where the transaction 
consists of extensions of credit by the bank in the ordinary course of its business 
that (A) are made on substantially the same terms, including interest rates and 
collateral, as those prevailing at the time for comparable transactions with other 
than specified persons, (B) at no time exceed 10 percent of the equity capital 
accounts of the bank, or $10 million, whichever is less, and (C) do not involve 
more than the normal risk of collectibility or present other unfavorable features. 
Notwithstanding the foregoing, if aggregate extensions of credit to the specified 
persons, as a group, exceeded 20 percent of the equity capital accounts of the 
bank at any time during the preceding year, (1) the aggregate amount of such 
extensions of credit shall be disclosed, and (2) a statement shall be included, to 
the extent applicable, that the bank has had, and expects to have in the future, 
banking transactions in the ordinary course of its business with directors, officers, 
principal stockholders, and their associates, on the same terms, including interest 
rates and collateral on loans, as those prevailing at the same time for comparable 
transactions with others, and do not involve more than the normal risk of collect- 
ibility or present other unfavorable features. For the purpose of determining 
“aggregate extensions of credit” in this instruction, transactions which are exempted 
from disclosure pursuant to other instructions to this item may be excluded. 

3. If to the knowledge of the bank any indebtedness required to be described 
arose under Section 16(b) of the Act and has not been discharged by payment, 
state the amount of the profit realized, that such profit will inure to the benefit 
of the bank or its subsidiaries and whether suit will be brought or other steps 
taken to recover such profit. If in the opinion of counsel a question reasonably 
exists as to the recoverability of such profit, it will suffice to state all facts necessary 
to describe the transaction, including the prices and numbers of shares involved. 

(c) Describe briefly any transactions since the beginning of the bank’s last 
fiscal year or any presently proposed transaction, to which any pension, retirement, 
savings or similar plan provided by the bank or any of its parents or subsidiaries, 
was or is to be a party, in which any of the following persons had is to have a 
direct or indirect material interest, naming such person and stating his relationship 
to the bank, the nature of his interest in the transaction and, where practicable, 
the amount of such interest: 

(1) Any director or officer of the bank; 

(2) Any security holder named in answer to Item 12(a); 

(3) Any associate of any of the foregoing persons; or 

(4) The bank or any of its subsidiaries. 

Instructions. 1. Instruction 2, 3, 4 and 5 to paragraph (a) of this item shall 
apply to paragraph (c) of this item. 

2. Without limiting the general meaning of the term “transaction” there shall 
be included in answer to this item any remuneration received or any loans re- 
ceived or outstanding during the period, or proposed to be received. 

3. No information need be given in answer to paragraph (c) with respect to— 

(a) payments to the plan, or payments to beneficiaries, pursuant to the terms 
of the plan; 

(b) payment of remuneration for services not in excess of five percent of the 
aggregate remuneration received by the specified person during the bank’s last 
fiscal year from the bank and its subsidiaries; or 

(c) any interest of the bank or any of its subsidiaries which arises solely from 
its general interest in the success of the plan. 
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SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act of 1934, the bank 
has duly caused this annual report to be signed on its behalf by the undersigned 
thereunto duly authorized. 


(Name and title of signing officer) 


INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


These instructions specifiy the balance sheets and statements of income required 
to be filed as a part of annual reports on this form. Section 335.7 governs the 
verification, form, and content of the balance sheets and statements of income 
required, including the basis of consolidation, and prescribes the statement of 
changes in capital accounts, statement of changes in financial position and the 
schedules to be filed in support thereof. 

1. Financial Statements of the Bank. 

(a) There shall be filed for the bank, in comparative columnar form, verified 
balance sheets as of the close of the last 2 fiscal years and verified statements of 
income for such fiscal years. 

(b) Notwithstanding paragraph (a), the individual financial statements of the 
bank may be omitted if consolidated statements of the bank and one or more of 
its subsidiaries are filed. 

2. Consolidated Statements. 

There shall be filed for the bank and its majority-owned (i) bank premises 
subsidiaries, (ii) subsidiaries doing a foreign banking business, and (iii) significant 
subsidiaries, in comparative columnar form, verified consolidated balance sheets 
as of the close of the last two fiscal years of the bank and verified consolidated 
statements of income for such fiscal years. 

3. Separate Statements of Unconsolidated Subsidiaries and Other Persons. 

There shall be filed such other verified financial statements with respect to 
unconsolidated subsidiaries and other persons as are material to a proper under- 
standing of the financial position and results of operations of the total enterprise. 
For purposes of this item, “other persons” includes 50 percent owned persons 
and unconsolidated persons in which the bank takes up equity in undistributed 
earnings. 

4. Filing of Other Statements in Certain Cases. 

The Corporation may, upon the informal written request of the bank and where 
consistent with the protection of investors, permit the omission of one or more of 
the statements herein required or the filing in substitution therefor of appropriate 
statements of comparable character. The Corporation may also by informal written 
notice require the filing of other statements in addition to, or in substitution for, 
the statements herein required in any case where such statements are necessary or 
appropriate for an adequate presentation of the financial condition of any person 
whose financial statements are required, or whose statements are otherwise neces- 
sary for the protection of investors. 


INSTRUCTION AS TO EXHIBITS 


Subject to the provisions regarding incorporation by reference, the following 
exhibits shall be filed as a part of the report: 





I-295 REGULATIONS—12 C.F.R. PT. 335 q 69.43 


(A) Copies of all amendments or modifications, not previously filed, to all 
exhibits previously filed (or copies of such exhibits as amended or modified). 

(B) Copies of all documents of the character required to be filed as an exhibit 
to an original form for registration of securities of a bank which have been exe- 
cuted or otherwise put into effect during the fiscal year and not previously filed. 


[{ 69.43] § 335.43. Form for current report of a bank (Form F-3). 
ForM F-3 


CURRENT REPORT 


PURSUANT TO SECTION 13 OF THE SECURITIES 
EXCHANGE ACT OF 1934 


(Address of principal office) 


GENERAL INSTRUCTIONS 


A. Preparation of Report. 

This form is not to be used as a blank form to be filled in but only as a guide 
in the preparation of the report. The report shall contain the numbers and 
captions of all applicable items, but the text of such items may be omitted if the 
answers with respect thereto are prepared in the manner specified in § 335.4(t). 
All items which are not required to be answered in a particular report may be 
omitted and no reference thereto need be made in the report. Particular attention 
should be given to the definitions in § 335.2 and the general requirements in 
§ 335.4. 


B. Events to Be Reported. 

A report on this form is required to be filed upon the occurrence of any one 
or more of the events specified in the items of this form. Reports are to be filed 
within 10 days after the close of each month during which any of the specified 
events occurs. However, if substantially the same information as that required by 
this form has been previously reported by the bank, an additional report of the 
information on this form need not be made. 


C. Incorporation by Reference to Proxy Statement, Statement Where Manage- 
ment Does Not Solicit Proxies, or Annual Report to Security Holders. 

Information contained in any Statement perviously filed with the Corporation 
pursuant to § 335.5(a) or in an annual report to security holders furnished to 
the Corporation pursuant to § 335.5(c) may be incorporated by reference in 
answer or partial answer to any item or items of this form. In addition, any 
financial statements contained in any such statement or annual report may be 
incorporated by reference provided such financial statements substantially meet 
the requirements of this form. 
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INFORMATION TO BE INCLUDED IN REPORT 


Item 1—Changes in Control of Bank. 

(a) If any person has become a parent of the bank, give the name of such 
person, the date and a brief description of the transaction or transactions by 
which the person became such a parent and the percentage of voting securities 
of the bank owned by the parent or other basis of control by the parent over the 
bank. 

(b) If any person has ceased to be a parent of the bank, give the name of 
such person and the date and a brief description of the transaction or transactions 
by which the person ceased to be such a parent. 

(c) If securities of a bank or any of its parents have been pledged under such 
circumstances that a default may result in a change of control of the bank, state 
the names of the pledgor and pledgee and the title and amount of securities 
pledged. 

Instruction. Where pursuant to a previously reported pledge agreement, addi- 
tional securities are pledged on the same terms, no report is necessary unless there 
is a significant change in the percentage of voting securities pledged. 

Item 2—Acquisition or Disposition of Assets. 

If the bank or any of its significant subsidiaries has acquired or disposed of a 
significant amount of assets, otherwise than in the ordinary course of business, 
state the date and manner of acquisition or disposition and briefly describe the 
assets involved, the nature and amount of consideration given or received therefor, 
the principle followed in determining the amount of such consideration, the iden- 
tity of the persons from whom the assets were acquired or to whom they were sold 
and the nature of any material relationship between such persons and the bank or 
any of its affiliates, any director or officer of the bank, or any associate of any 
such director or officer. If any assets so acquired by the bank or its subsidiaries 
constituted plant, equipment or other physical property, state the nature of the 
business in which the assets were used by the persons from whom acquired and 
whether the bank intends to continue such use or intends to devote the assets to 
other purposes, indicating such other purposes. 

Instructions. 1. No information need be given as to (i) any transaction be- 
tween any person and any wholly owned subsidiary of such person: i.e., a sub- 
sidiary substantially all of whose outstanding voting securities are owned by such 
person and/or its other wholly owned subsidiaries; (ii) any transaction between 
two or more wholly owned subsidiaries of any person; or (iii) the redemption or 
other acquisition of the securities from the public, or the sale or other disposition of 
securities to the public, by the issuer of such securities. 

2. The term “acquisition” includes every purchase, acquisition by lease, ex- 
change, merger, consolidation, succession or other acquisition; provided that such 
term does not include the construction or development of property by or for the 
bank or its subsidiaries or the acquisition of materials for such purpose, and does 
not include the acquisition of assets acquired (i) in collecting a debt previously 
contracted in good faith or (ii) in a fiduciary capacity. The term “disposition” 
includes every sale, disposition by lease, exchange, merger, consolidation, mort- 
gage, or hypothecation of assets, assignment, abandonment, destruction, or other 
disposition, but does not include disposition of assets acquired (i) in collecting a 
debt previously contracted in good faith or (ii) in a fiduciary capacity. 

3. The information called for by this item is to be given as to each transaction 
or series of related transactions of the size indicated. The acquisition or disposi- 
tion of securities shall be deemed the indirect acquisition or disposition of the 
assets represented by such securities if it results in the acquisition or disposition of 
control of such assets. 
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4. An acquisition or disposition shall be deemed to involve a significant amount 
of assets (i) if the net book value of such assets or the amount paid or received 
therefor upon such acquisition or disposition exceeded five percent of the equity 
capital accounts of the bank, or (ii) if it involved the acquisition or disposition 
of a business whose gross operating revenues for its last fiscal year exceeded five 
percent of the gross operating revenues of the bank and its consolidated sub- 
sidiaries for the bank’s latest fiscal year. 

5. Where assets are acquired or disposed of through the acquisition or disposi- 
tion of control of a person, the person from whom such control was acquired or 
to whom it was disposed of shall be deemed the person from whom the assets were 
acquired or to whom they were disposed of, for the purposes of this item. Where 
such control was acquired from or disposed of to not more than five persons, their 
names shall be given, otherwise it will suffice to identify in an appropriate manner 
the class of such persons. 

6. Attention is directed to the requirements at the end of the form with respect 
to the filing of financial statements for businesses acquired. 

Item 3—Legal Proceedings. 

(a) Briefly describe any material legal proceedings, other than ordinary rou- 
tine proceedings incidental to the business, to which the bank or any of its sub- 
sidiaries has become a party or of which any of their property has become the 
subject. Include the name of the court or agency in which the proceedings are 
pending, the date instituted, the principal parties thereto, a description of the 
factual basis alleged to under the proceedings and the relief sought. When legal 
proceedings arising under civil rights statutes are pending or known to be con- 
templated by government agencies, the proceedings must be disclosed if they are 
material. 

(b) If any such proceeding previously reported has been terminated, identify 
the proceeding, state the date and nature of such termination and the genereal 
effect thereof with respect to the bank and its subsidiaries. 

Instructions. 1. Any proceeding to which the bank is subject to an order issued 
by the Board of Directors of the Corporation pursuant to Section 8 of the Federal 
Deposit Insurance Act shall also be described. 

2. No information need be given with respect to any proceeding which involves 
primarily a claim for damages if the amount involved, exclusive of interest and 
costs, does not exceed 10 percent of the equity capital accounts of the bank. How- 
ever, if any proceeding presents in large degree the same issues as other pro- 
ceedings pending or known to be contemplated, the amount involved in such other 
proceedings shall be included in computing such percentage. 

3. Any material proceeding to which any director, officer, or affiliate of the 
bank, any holder of more than 10 percent of any class of its equity securities, or 
any associate of any such director, officer, or security holder, is a party adverse to 
the bank or any of its subsidiaries, shall also be described. 

4. Any proceeding to which any director, officer or affiliate of the bank any 
principal holder of equity securities of the bank or any associate of any such direc- 
tor, officer or security holder, is a party adverse to the bank or any of its sub- 
sidiaries shall also be described. 

5. Notwithstanding the foregoing, administrative or judicial proceedings aris- 
ing under any Federal, State or local provisions regulating the discharge of ma- 
terials into the environment or otherwise relating to the protection of the environ- 
ment, shall not be deemed “ordinary routine litigation incidental to the business” 
and shall be described if such proceeding is material to the business or financial 
condition of the bank or if it involves primarily a claim for damages and the 
amount involved exceeds 10 percent of the equity capital accounts of the bank and 
its subsidiaries on a consolidated basis. Any such proceedings by governmental 
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authorities shall be deemed material and shall be described whether or not the 
amount of any claim for damages involved exceeds 10 percent of the equity cap- 
ital accounts on a consolidated basis and whether or not such proceedings are 
considered “ordinary routine litigation incidental to the business”; provided, how- 
ever, That such proceedings which are similar in nature may be grouped and de- 
scribed generically stating: The number of such proceedings in each group; a 
generic description of such proceedings; the issues generally involved; and, if 
such proceedings in the aggregate are material to the business or financial con- 
dition of the bank, the effect of such proceedings on the business or financial con- 
dition of the bank. 

6. Discuss the extent of insurance coverage, if appropriate to the type of pro- 
ceeding. 

Item 4—Changes in Securities. 

(a) If the instruments defining the rights of the holders of any class of regis- 
tered securities have been materially modified, give the title of the class of secur- 
ities involved and state briefly the general effect of such modification upon the 
rights of holders of such securities. 

(b) If the rights evidenced by any class of registered securities have been 
materially limited or qualified by the issuance or modification of any other class 
of securities, state briefly the general effect of the issuance or modification of such 
other class of securities upon the rights of the holders of the registered securities. 

Instruction. Working capital restrictions and other limitations upon the pay- 
ment of dividends are to be reported hereunder. 

Item 5—Changes in Security for Registered Securities. 

If there has been a material withdrawal or substitution of assets securing any 
class of registered securities of the bank, furnish the following information: 

(a) Give the title of the securities. 

(b) Identify and describe briefly the assets involved in the withdrawal or sub- 
stitutions. 

(c) Indicate the provision in the underlying indenture, if any, authorizing the 
withdrawal or substitution. 

Item 6—Defaults Upon Senior Securities. 

(a) If there has been any material default in the payment of principal, interest, 
a sinking or purchase fund installment, or any other material default not cured 
within 30 days, with respect to any indebtedness of the bank or any of its signifi- 
cant subsidiaries exceeding five percent of the equity capital accounts of the bank, 
identify the indebtedness and state the nature of the default. In the case of such a 
default in the payment of principal, interest, or a sinking or purchase fund in- 
stallment, state the amount of the default and the total arrearage on the date of 
filing this report. 

Instruction. This paragraph refers only to events which have become defaults 
under the governing instruments, i.e., after the expiration of any period of grace 
and compliance with any notice requirements. 

(b) If any material arrearage in the payment of dividends has occurred or if 
there has been any other material delinquency not cured within 30 days, with 
respect to any class of preferred stock of this bank which is registered or which 
ranks prior to any class of registered securities, or with respect to any class of pre- 
ferred stock of any significant subsidiary of the bank, give the title of the class 
and state the nature of the arrearage or delinquency. In the case of an arrearage 
in the payment of dividends, state the amount and the total arrearage on the date 
of filing this report. 

Item 7—Increase in Amount of Securities Outstanding. 

If the amount of securities of the bank outstanding has been increased through 
the issuance of any new class of securities or through the issuance or reissuance 
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of any additional securities of a class outstanding and the aggregate amount of 
all such increases not previously reported exceeds five percent of the previously 
outstanding securities of the class, furnish the following information: 

(a) Title of class, the amount outstanding as last previously reported, and the 
amount presently outstanding (as of a specified date). 

(b) A brief description of the transaction or transactions resulting in the in- 
crease and a statement of the aggregate net cash proceeds or the nature and ag- 
gregate amount of any other consideration received or to be received by the bank. 

(c) The names of the principal underwriters, if any, indicating any such under- 
writers which are affiliates of the bank. 

(d) A reasonably itemized statement of the purposes, so far as determinable, 
for which the net proceeds have been or are to be used and the approximate 
amount used or to be used for each such purpose. 

(e) If the securities were capital shares, a statement of the amount of the pro- 
ceeds credited or to be credited to any account other than the appropriate capital 
share account. 

Instructions. 1. This item does not apply to notes, drafts, bills of exchange, 
or bank acceptances which mature not later than 12 months from the date of 
issuance. No report need be made where the amount not previously reported, 
although in excess of five percent of the amount previously outstanding, does 
not exceed $50,000 face amount of indebtedness or 1,000 shares or other 
units. 

2. This item includes the reissuance of Treasury securities and securities held 
for the account of the issuer thereof. The extension of the maturity date of in- 
debtedness shall be deemed to be the issuance of new indebtedness for the pur- 
pose of this item. In the case of such an extension, the percentage shall be com- 
puted upon the basis of the principal amount of the indebtedness extended. 

Item 8—Decrease in Amount of Securities Outstanding. 

If the amount of any class of securities of the bank outstanding has been de- 
creased through one or more transactions and the aggregate amount of all such 
decreases not previously reported exceeds five percent of the amount of securities 
of the class previously outstanding, furnish the following information: 

(a) Title of the class, the amount outstanding as last previously reported, and 
the amount presently outstanding (as of a specified date). 

(b) A brief description of the transaction or transactions involving the decrease 
and a statement of the aggregate amount of cash or the nature and aggregate 
amount of any other consideration paid or to be paid by the bank in connection 
with such transaction or transactions. 

Instruction. Instruction 1 to Item 7 shall also apply to this item. This item 
need not be answered as to decreases resulting from ordinary sinking fund opera- 
tions, similar periodic decreases made pursuant to the terms of the constituent in- 
struments, decreases resulting from the conversion of securities or decreases re- 
sulting from the payment of indebtedness at maturity. 

Item 9—Options to Purchase Securities. 

If any options to purchase securities of the bank or any of its subsidiaries from 
the bank or any of its subsidiaries have been granted or extended and the amount 
of securities called for by all such options the granting or extension of which has 
not been previously reported exceeds five percent of the outstanding securities of 
the class, furnish the following information: 

(a) The dates on which the options were granted or extended; 

(b) The total amount of securities called for by such options; 

(c) The consideration for the granting or extension of the options; 

(d) The exercise prices; 

(e) The market value of the securities on the granting or extension dates; 
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(f) The expiration dates of the options; and 

(g) Any other material conditions to which the options were subject. 

Instructions. 1. The term “option” as used herein means any option, warrant 
or right to purchase securities. This item does not, however, refer to an issue of 
securities such as an issue of warrants or rights or an issue of convertible securities. 

2. This item need not be answered where the amount not previously reported, 
although in excess of five per cent of the amount previously outstanding, does not 
exceed $50,000 face amount of indebtedness or 1,000 shares or other units of 
other securities. 

Item 10—Extraordinary Item Charges and Credits, Other Material Charges 
and Credits to Income of an Unusual Nature, Material Provisions for Loss, and 
Restatements of Capital Share Account. 

(a) If there have been any extraordinary item charges or credits, any other ma- 
terial charges or credits to income of an unusual nature, or any material provisions 
for loss, the following shall be furnished for each such charge, credit, or pro- 
vision: 

(1) The date of the bank’s determination to make the charge, credit, or pro- 
vision; 

(2) A statement of the reasons for making the charge, credit, or provision; 

(3) An analysis of the components (in dollar amounts) of the charge, credit, 
or provision, which includes 

(i) A description of the various types of items written down or off; 

(ii) A description of any provision for losses on liquidation of assets or for 
other losses including a detailed schedule showing the components of any losses 
provided for, which schedule shows the amount of administrative and fixed costs, 
if any, allocated to the loss; 

(iii) A description of any estimated recoveries or costs netted against the charge 
or credit; 

(4) A statement setting forth the years in which costs being reflected in the 
charge (or net credit) being described were or are expected to be incurred and 
the amount of cost for each year by major category (e.g., fixed assets, research 
and development costs, operating losses) ; 

(5) A statement setting forth the estimated amount of net cash outlays (or in- 
flows) associated with the charge (or credit) in the year the charge (or credit) is 
made and in each subsequent year in which such estimate of the cash amount differs 
from the amount of total costs stated in part (4) for that year; 

(6) A description of the accounting principles or practices followed and any 
changes therein or in the methods of applying such principles or practices which 
was made in connection with the transaction; and 

(7) A report from the bank’s independent accountants in which they state that 
they have read the description in the Form F-3 of the facts set forth therein and 
of the accounting principles applied and whether they believe that on the basis of 
the facts so set forth that such accounting principles are fairly applied in con- 
formity with generally accepted accounting principles, or, if not, the respects in 
which they believe the principles do not conform to generally accepted account- 
ing principles. 

(b) If there has been a material restatement of the capital share account of 
the bank resulting in a transfer from capital share liability to surplus or reserves, 
or vice versa, state the date, purpose and amount of the restatement and give a 
brief explanation of all related entries in connection with the restatement. 

Item 11—Submission of Matters to a Vote of Security Holders. 

If any matter has been submitted to a vote of security holders, through the 
solicitation of proxies or otherwise, furnish the following information: 

(a) The date of the meeting and whether it was an annual or special meeting. 
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(b) If the meeting involved the election of directors, state the name of each 
director elected at the meeting and the name of each other director whose term of 
office as a director continued after the meeting. 

(c) Briefly describe each other matter voted upon at the meeting and state the 
number of affirmative votes and the number of negative votes cast with respect to 
each such matter. 

Instructions. 1. If any matter has been submitted to a vote of security holders 
otherwise than at a meeting of such security holders, corresponding information 
with respect to such submission shall be furnished. The solicitation of any au- 
thorization or consent (other than a proxy to vote at a security holders’ meeting) 
with respect to any matter shall be deemed a submission of such matter to a vote 
of security holders within the meaning of this item. 

2. Paragraph (a) need be answered only if paragraph (b) or (c) is required to 
be answered. 

3. Paragraph (b) need not be answered if (i) a proxy statement, or statement 
where management does not solicit proxies, with respect to the meeting was filed 
with the Corporation pursuant to § 335.5(a), (ii) there was no solicitation in 
opposition to the management’s nominees as listed in such statement, and (iii) all 
of such nominees were elected. 

4. Paragraph (c) need not be answered as to procedural matters or as to the 
selection or approval of auditors. 

5. If the bank has published a report containing all of the information called for 
by this item, the item may be answered by a reference to the information con- 
tained in such report, provided copies of such report are filed as an exhibit to the 
report on this form. 

Item 12—Changes in Bank’s Certifying Accountant. 

If an independent accountant who was previously engaged as the principal ac- 
countant to audit the bank’s financial statements resigns (or indicates he declines 
to stand for re-election after the completion of the current audit) or is dismissed 
as the bank’s principal accountant, or another independent accountant is engaged 
as principal accountant or if an independent accountant on whom the princpial 
accountant expressed reliance in his report regarding a significant subsidiary re- 
signs (or formally indicates he declines to stand for re-election after the comple- 
tion of the current audit) or is dismissed or another independent accountant is 
engaged to audit that subsidiary: 

(a) State the date of such resignation (or declination to stand for re-election) 
dismissal or engagement. 

(b) State whether in connection with the audits of the two most recent fiscal 
years and any subsequent interim period preceding such resignation, dismissal or 
engagement there were any disagreements with the former accountant on any 
matter of accounting principles or practices, financial statement disclosure, or 
auditing scope or procedure, which disagreements if not resolved to the satisfac- 
tion of the former accountant would have caused him to make reference in con- 
nection with his report to the subject matter of the disagreement(s); also, de- 
scribe each such disagreement. The disagreements required to be reported in re- 
sponse to the preceding sentence include both those resolved to the former ac- 
countant’s satisfaction and those not resolved to the former accountant’s satisfaction. 
Disagreements contemplated by this rule are those which occur at the decision- 
making level; i.e., between personnel of the bank responsible for presentation of 
its financial statements and personnel of the accounting firm responsible for ren- 
dering its report. 

(c) State whether the principal accountant’s report on the financial statements 
for any of the past two years contained an adverse opinion or a disclaimer of 
opinion or was qualified as to uncertainty, audit scope, or accounting principles; 
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also describe the nature of each such adverse opinion, disclaimer of opinion, or 
qualification. 

(d) The bank shall request the former accountant to furnish the bank with a 
letter addressed to the Corporation stating whether he agrees with the statements 
made by the bank in response to this item and, if not, stating the respects in which 
he does not agree. The bank shall file a copy of the former accountant’s letter 
as an exhibit with all copies of the Form F-3 required to be filed pursuant to 
General Instructions F. 

Item 13—Other Materially Important Events. 

The bank shall, at its option, report under this item any events that the bank 
deems of material importance to security holders, even though information as to 
such events is not otherwise called for by this form. 

Item 14—Financial Statements and Exhibits. 

List below the financial statements and exhibits, if any, filed as a part of this 
report: 

(a) Financial statements. 

(b) Exhibits. 


SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act of 1934, the bank 
has duly caused this report to be signed on its behalf by the undersigned, there- 
unto duly authorized. 


(Name and title of signing officer) 


FINANCIAL STATEMENTS OF BUSINESSES ACQUIRED 


1. Business for which statements are required. 

The financial statements specified below shall be filed for any business the 
acquisition of which by the bank or any of its majority-owned subsidiaries is 
required to be described in answer to Item 2 above. 

2. Statements required. 

(a) There shall be filed a balance sheet of the business as of a date reasonably 
close to the date of acquisition. The balance sheet need not be verified, but if it 
is not verified there shall also be filed a verified balance sheet as of the close of 
the preceding fiscal year. 

(b) Statements of income of the business shall be filed for eack of the last 
three full fiscal years and for the period, if any, between the close of the latest 
of such fiscal years and the date of the latest balance sheet filed. These state- 
ments of income shall be verified up to the date of the verified balance sheet. 

(c) If the business was in insolvency proceedings immediately prior to its 
acquisition the balance sheets required above need not be verified. In such case, 
the statements of income required shall be verified to the close of the latest full 
fiscal year. 

(d) No supporting schedules need be filed. 

(e) Except as otherwise provided in this instruction, the principles applicable 
to a bank and its subsidiaries with respect to the filing of individual, consolidated 
and group statements in an original application or annual report shall be appli- 
cable to the statements required by this instruction. 
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3. Filing of other statements in certain cases. 

The Corporation may, upon the informal written request of the bank, and 
where consistent with the protection of investors, permit the omission of one or 
more of the statements herein required or the filing in substitution therefor of 
appropriate statements of comparable character. The Corporation may also by in- 
formal written notice require the filing of other statements in addition to or in 
substitution for the statements herein required in any case where such statements 
are necessary or appropriate for an adequate presentation of the financial con- 
dition of any person for which financial statements are required, or whose state- 
ments are otherwise necessary for the protection of investors. 


EXHIBITS 


Subject to the rules as to incorporation by reference, the following documents 
shall be filed as exhibits to this report: 

1. Copies of any contract, plan, or arrangement for any acquisition or disposi- 
tion described in answer to Item 2, including a plan of reorganization, readjust- 
ment, exchange merger, consolidation, or succession in connection therewith. 

2. Copies of any judgment er any document setting forth the terms of any 
settlement described in answer to Item 3. 

3. Copies of the amendments to all constituent instruments and other docu- 
ments described in answer to Item 4. 

4. Copies of all constituent instruments defining the rights of the holders of any 
class of securities referred to in answer to Item 7. 

5. Copies of the plan pursuant to which the options referred to in answer to 
Item 9 were granted, or if there is no such plan, specimen copies of the options. 

6. Copies of any material amendments to the bank’s charter or bylaws, not 
otherwise required to be filed. 

7. Letters from the bank and the independent accountants furnished pursuant 
to Item 12. 

8. Reports from the independent accountants furnished pursuant to Item 10. 


[{ 69.44] § 335.44 Form for quarterly report of bank (Form F-4). 


ForM F-4—QUARTERLY REPORT OF 


(City and State) 
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Fiscal year 
to date 
(.. months 


a 
(Current (Prior (Current (Prior 
year) year) year) year) 


A. 1. Operating income: 
(a) Interest and fees on loans 
(b) Interest and dividends 
on securities 
(c) Other operating income .. 
(d) Total operating income. . . 
. Operating expenses: 
(a) Salaries and other 
compensation 
(b) Interest expenses 
(c) Provision for loan losses . . 
(d) Other operating expenses. . 
(e) Total operating expenses. . 
. Income before income taxes and 
extraordinary items securities 
gains (losses) 
. Applicable income taxes 
5. Income before securities gains 
(losses) and extraordinary 
items 
. Net securities gains (losses), less 
related tax effect 
. Extraordinary items, less related 


. Net Income 

. Earnings per common share 
(a) Income before securities 

gains (losses) 

(b) Extraordinary items 
(c) Net income 

. Cash dividends declared per 
common share 
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FORM F-4—QUARTERLY REPORT OF—Continued 


B. Capitalization and stockholders’ equity 


Federal funds purchased and securities sold under agreements 
to repurchase 
Other liabilities for borrowed money 
Bank acceptances outstanding 
Mortgages payable 
Total debt 
Deferred credits: Minority interest 
Capital notes and debentures 
Stockholders’ equity 


Shares issued or 
outstanding 


Preferred stock (list separately convertible and nonconvertible 
preferred stock) 
Common stock 


Undivided profits: Balance at beginning of current fiscal year . . 

Prior period adjustments, if any (show credits and charges) 
separately 

Net income (caption 8, above) 

Dividends: (State cash and stock dividends on common stock 
separately, indicating amount per share—dividends on 
preferred stocks may be shown in one amount) 

Other credits (charges) (explain nature and amounts) 

Balance at end of interim period 

Reserve for contingencies and other capital reserves 

Treasury stock: (Identify class of security, number of shares 
and basis at which stated) 

Total stockholders’ equity 





Instructions. 1. The form and content shall conform with that in the balance 
sheet and notes thereto appearing in the annual report filed with the Corporation. 

2. The number of shares of each class of securities reserved for conversion, war- 
rants, options and other rights shall be separately disclosed. 


*See General Instructions G(j) below 


Pursuant to the requirements of the Securities Exchange Act of 1934, the bank 
has duly caused this quarterly report to be signed on its behalf by the undersigned, 
thereunto duly authorized. 


(Name and title of signing officer) 
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A. Use of Form F-4. 

Form F-4 is a guide for use in preparation of the quarterly report to be filed 
with the Corporation. 

B. Persons for Whom the Information Is to Be Given. 

(a) The required information is to be given as to the registrant bank or, if the 
bank filed consolidated financial statements with the annual reports filed with the 
Corporation, it shall cover the bank and its consolidated subsidiaries. If the in- 
formation is given as the bank and its consolidated subsidiaries, it need not be 
given separately for the bank. 

(b) The required information shall also be given separately as to each uncon- 
solidated subsidiary or 50 percent owned person or other person, or group of such 
subsidiaries, 50 percent owned persons or other persons, for which separate in- 
dividual or group statements are required to be included in the bank’s annual 
reports filed with the Corporation. It need not be furnished, however, for any 
such unconsolidated subsidiary or person which would not be required pursuant to 
§ 335.4(i) to file quarterly financial information if it were a bank. 

C. Presentation of Information. 

The form calls only for the items of information specified. It is not necessary 
to furnish a formal statement of income. The information is not required to be 
verified (see § 335.7(b)). The report may carry a notation to that effect and any 
other qualification considered necessary or appropriate. Amounts may be stated 
in thousands of dollars if a notation to that effect is made. 

D. Incorporation by Reference to Published Statements. 

If the bank makes available to its stockholders or otherwise publishes, within 
the period prescribed for filing the report, a financial statement containing the in- 
formation required by this form, such information may be incorporated by ref- 


erence to such published statement if copies thereof are filed as an exhibit to this 
report. 

E. Minority Interest. 

If present with respect to any interim period reported herein, minority interest 
shall be appropriately segregated and included in the determination of net income. 

(See Form 9-B, Statement of Income.) 


F. Delay in Filing Information. 

The information required may be omitted with respect to foreign subsidiaries 
not consolidated or other foreign persons if it is impracticable to furnish it within 
the time specified for filing the report, provided it is indicated that such informa- 
tion has been omitted and the omitted information is furnished by amendment 
when available. Apart from the foregoing, any request for extension of time for 
the filing of the report or the furnishing of any of the required information shall 
be made pursuant to the requirements of this Part. 

G. Presentation of Financial Information. 

(a) The summarized financial information called for by Part A above shall be 
furnished in the comparative columnar form, in the manner indicated, subject to 
appropriate variations to conform to the nature of the business, for (1) the in- 
terim period between the end of the last fiscal year and the end of the latest fiscal 
quarter, and (2) the corresponding period of the preceding fiscal year. Additional 
captions may be used where appropriate. 

(b) In the case of reports for the second and third fiscal quarters, the sum- 
marized financial information shall be furnished for the most recent fiscal quarter 
and the corresponding period of the preceding fiscal year. 

(c) For banks having material seasonal cycles, or material variations in operat- 
ing results from other causes, comparable figures may be given for the 12 months 
to the end of the period for which the report is filed and for the corresponding 12 
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months ending in the preceding fiscal year in addition to the information required 
by (a) above. 

(d) If, during the current period specified in (a) above, the bank or any of its 
consolidated subsidiaries, entered into a business combination treated for account- 
ing purposes as a pooling of interests, the results of operations reported herein— 
for both the current year and the preceding year—shall reflect the combined 
results of the pooled businesses. Supplemental disclosure of the separate results 
of the combined entities for periods prior to the combination shall be given with 
appropriate explanations. 

(e) In case the bank has disposed of any significant portion of its business or 
has acquired a significant amount of assets in a transaction treated for account- 
ing purposes as a purchase, during any of the periods covered by the report, the 
effect thereof on revenues and net income—total and per share—for all periods 
shall be disclosed. 

(f) The financial information to be included in this report shall be prepared in 
conformity with the accounting principles or practices, or methods of applying 
accounting principles or practices (including consolidation practices), reflected 
in the financial statements included in the annual report filed with the Corpora- 
tion for the preceding fiscal year, except for a change reported as required by this 
instruction. Describe any such change in accounting principles or practices fol- 
lowed by the bank, or any change in the method of applying any such accounting 
principles or practices, which will materially affect the financial statements filed 
or to be filed for the current year with the Corporation and which has not been 
previously reported hereunder. State the date of the change and the reasons 
therefor. A letter from the bank’s independent accountants, if any, approving or 
otherwise commenting on the change, shall be filed as an exhibit. 

(g) Furnish any material information necessary to make the information called 
for not misleading, such as a statement that the results for interim periods are not 
necessarily indicative of results to be expected for the year, due to seasonal or 
other specified factors, or an explanation of any unusual increase or decrease in 
gross revenue or income. 

(h) The information furnished shall reflect all adjustments which are, in the 
opinion of management, necessary to a fair statement of the results for the interim 
periods. A statement to that effect shall be included. Such adjustments shall in- 
clude, for example, appropriate estimated provisions for bonus and profit sharing 
arrangements normally determined or settled at year-end. 

(i) Any material retroactive prior period adjustment made during any period 
included in this report shall be disclosed, together with the effect thereof upon net 
income—total and per share—of any prior period included herein and upon the 
balance of retained earnings. If results of operations for any period reported herein 
have been adjusted retroactively by such an item subsequent to the initial report- 
ing of such period, similar disclosure of the effect of the change shall be made. 

(j) The bank may furnish any additional information related to the periods 
being reported on which, in the opinion of management, is of significance to in- 
vestors, and an explanation of commitments and contingent liabilities. 

(k) If appropriate, the summary shall be prepared to show earnings applicable 
to common stock. Per share earnings and dividends declared for each period of 
the summary shall be included and the basis of the computation stated together 
with the number of shares used in the computation. The bank shall file as an 
exhibit a statement setting forth in reasonable detail the computation of per share 
earnings, unless the computation is otherwise clearly set forth in the report. 

H. Filing of Other Statements in Certain Cases. 

The Corporation may upon the informal written request of the bank and where 
consistent with the protection of investors, permit the omission of any information 
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herein required or the filing in substitution therefor of appropriate information of 
comparable character. The Corporation may also by informal written notice re- 
quire the filing of other statements in addition to, or in substitution for the state- 
ments herein required in any case where such statements are necessary or appro- 
priate for an adequate presentation of the financial condition of any person for 
which financial statements are required, or whose statements are otherwise nec- 
essary for the protection of investors. 

I. Sales of Securities (Debt or Equity). 

If present, give the following information as to all securities of the bank or its 
subsidiaries sold by the bank or its subsidiaries during the fiscal quarter in a 
section designated part C of this form. Include sales of reacquired securities as 
well as new issues, securities issued in exchange for property, services or other 
securities, and new securities resulting from the modification of outstanding secur- 
ities. If the information called for has been previously reported on another form, 
it may be incorporated by a specific reference to the previous filing; 

(1) Give the date of sale, and the title and amount of the securities sold; 

(2) Give the market price on the date of sale, if applicable; 

(3) Give the names of the brokers, underwriters or finders, if any. As to any 
securities sold but which were not the subject of a public offering, name the per- 
sons or identify the class of persons to whom the securities were sold; and 

(4) As to securities sold for cash, state the aggregate offering price and the 
aggregate underwriting discounts, brokerage commissions, or finder’s fees. As to 
any securities sold otherwise than for cash, state the nature of the transaction and 
the nature and aggregate amount of consideration received. 


[€ 69.46] § 335.46 Form for registration of additional class of securities of a 
bank pursuant to section 12(b) or section 12(g) of the Securities Exchange Act 
of 1934 (Form F-10). 


FoRM F-10—REGISTRATION STATEMENT FOR ADDITIONAL CLASSES OF SECURITIES 
OF A BANK PURSUANT TO SECTION 12(b) OR SECTION 12(g) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


(Address of principal office) 


Securities being registered pursuant to section 12(b) of the Act: 


Name of each exchange on which class is being registered 

Title of each class of equity securities being registered pursuant to Section 
12(g) of the Act: 

GENERAL INSTRUCTIONS 

1. Applicability of This Form. 

This form may be used for registration of the following securities pursuant to 
the Securities Exchange Act of 1934: 

(a) For registration pursuant to Section 12(g) of the Act of any class of equity 
securities of a bank which has one or more other classes of securities registered 
pursuant to either Section 12(b) or (g) of the Act. 
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(b) For registration on a national securities exchange pursuant to Section 
12(b) of the Act of any class of securities of a bank which has one or more other 
classes of securities so registered on the same or another securities exchange. 

2. Preparation of Registration Statement. 

This form is not to be used as a blank form to be filled in but only as a guide 
in the preparation of a registration statement. Particular attention should be given 
to the general requirements in § 335.4. The statement shall contain the numbers 
and captions of all items, but the text of the items may be omitted if the answers 
with respect thereto are prepared in the manner specified in § 335.4(t). 


INFORMATION REQUIRED IN REGISTRATION STATEMENT 


Item 1—Stock to Be Registered. 

If stock is being registered, state the title of the class and furnish the following 
information (see Instruction 1): 

(a) Outline briefly (1) dividend rights; (2) voting rights; (3) liquidation 
rights; (4) preemptive rights; (5) conversion rights; (6) redemption provisions; 
(7) sinking fund provisions; and (8) liability to further calls or to assessment. 

(b) If the rights of holders of such stock may be modified otherwise than by a 
vote of a majority or more of the shares outstanding, voting as a class, so state and 
explain briefly. 

(c) Outline briefly any restriction on the repurchase or redemption of shares 
by the bank while there is any arrearage in the payment of dividends or sinking 
fund installments. If there is no such restriction, so state. 

Instructions. 1. If a description of the securities comparable to that required 
here is contained in any other document filed with the Corporation, such descrip- 
tion may be incorporated by reference to such other filing in answer to this 
item. If the securities are to be registered on a national securities exchange and 
the description has not previously been filed with such exchange, copies of the 
description shall be filed with copies of the registration statement filed with the 
exchange. 

2. This item requires only a brief summary of the provisions which are perti- 
nent from an investment standpoint. A complete legal description of the pro- 
visions referred to is not required and should not be given. Do not set forth the 
provisions of the governing instrument verbatim; only a succinct resume is required. 

3. If the rights evidenced by the securities to be registered are materially lim- 
ited or qualified by the rights evidenced by any other class of securities or by the 
provisions of any contract or other document, include such information regarding 
such limitation or qualification as will enable investors to understand the rights 
evidenced by the securities to be registered. 

Item 2—Debt Securities to Be Registered. 

If the securities to be registered hereunder are bonds, debentures or other evi- 
dences of indebtedness, outline briefly such of the following as are relevant (see 
Instruction 2 below): 

(a) Provisions with respect to interest, conversion, maturity, redemption, amor- 
tization, sinking fund, or retirement. 

(b) Provisions with respect to the kind and priority of any lien, securing the 
issue, together with a brief identification of the principal properties subject to 
such lien. 

(c) Provisions restricting the declaration of dividends or requiring the main- 
tenance of any ratio of assets, the creation or maintenance of reserves or the 
maintenance of properties. 

(d) Provisions permitting or restricting the issuance of additional securities, the 
withdrawal of cash deposited against such issuance, the incurring of additional 
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debt, the release or substitution of assets securing the issue, the modification of 
the terms of the security, and similar provisions. 

Instruction. Provisions permitting the release of assets upon the deposit of 
equivalent funds or the pledge of equivalent property, the release of property no 
longer required in the business, obsolete property or property taken by eminent 
domain, the application of insurance moneys, and similar provisions, need not 
be described. 

(e) The name of the trustee and the nature of any material relationship with 
the bank or any of its affiliates; the percentage of securities of the class necessary 
to require the trustee to take action; and what indemnification the trustee may 
require before proceeding to enforce the lien. 

(f) The general type of event which constitutes a default and whether or not 
any periodic evidence is required to be furnished as to the absence of default or 
as to compliance with the terms of the indenture. 

Instruction. 1. In most cases, debt securities issued by banks need not be 
registered pursuant to Section 12(g) of the Securities Exchange Act; the registra- 
tion requirements; of that section apply only to an “equity security”. The term 
“equity security” is defined by Section 3(a)(11) of the Act to mean “any stock 
or similar security; or any security convertible, with or without consideration, into 
such a security; or carrying any warrant or right to subscribe to or purchase such 
a security; or any such warrant or right; or any other security which the Corpora- 
tion shall deem to be of similar nature and consider necessary or appropriate, by 
such rules and regulations as it may prescribe in the public interest or for the 
protection of investors, to treat as an equity security.” 

Instruction. 2. The instructions to Item 1 also apply to this item. 

Item 3—Other Securities to Be Registered. 

If securities other than those referred to in Items 1 and 2 are to be registered 
hereunder, outline briefly the rights evidenced thereby. If subscription warrants or 
rights are to be registered, state the title and amount of securities called for, and 
the period during which and the price at which the warrants or rights are 
exercisable. 

Instruction. The instructions to Item 1 also apply to this item. 

Item 4—Exhibits. 

List all exhibits filed as a part of the registration statement. 


SIGNATURE 


Pursuant to the requirements of the Securities Exchange Act of 1934, the bank 
has duly caused this registration statement to be signed on its behalf by the 
undersigned, thereunto duly authorized. 


(Name and title of signing officer) 


INSTRUCTIONS AS TO EXHIBITS 


I. If the securities to be registered hereunder are to be registered on an ex- 
change on which other securities of the bank are registered, or are to be registered 
pursuant to Section 12(g) of the Act, the following exhibits shall, subject to 
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§ 335.4(q) regarding incorporation of exhibits by reference, be filed with each 
copy of the registration statement filed with the Corporation with an exchange: 

1. Specimens or copies of each security to be registered hereunder. 

2. Copies of all constituent instruments defining the rights of the holders of each 
class of such securities, including any contracts or other documents which limit 
or qualify the rights of such holders. 

II. If the securities to be registered are to be registered on an exchange on 
which no other securities of the bank are registered the following exhibits shall be 
filed with each copy of the registration statement filed with each such exchange, 
but need not be filed with, or incorporated by reference in, copies of the registra- 
tion statement filed with the Corporation. 

3. Copies of the last annual report filed pursuant to Section 13 of the Act, or, 
if no such report has yet been filed, copies of the latest registration statement filed 
pursuant to Section 12(b) or (g) of the Act. 

4. Copies of all current or quarterly reports filed pursuant to Section 13 of the 
Act since the end of the fiscal year covered by the annual report filed pursuant 
to Instruction 3 above, or if none, since the effective date of the latest registration 
statement so filed. 

5. Copies of the latest definitive proxy statement or information statement, if 
any, filed with the Corporation pursuant to Section 14 of the Act. 

6. Copies of the charter and bylaws, or instruments corresponding thereto, and 
copies of any other documents defining the rights of holders of the securities to 
be registered. 

7. Specimens or copies of each security to be registered hereunder. 

8. Copies of the last annual report submitted to stockholders by the bank or 


its predecessors. Such annual report shall not be deemed to be “filed” with the 
exchange or otherwise subject to the liabilities of Section 18 of the Act, except 
to the extent it may already be subject thereto. 


[{ 69.47] § 335.47 Form for statement to be filed pursuant to § 335.4(h)(2) or 
§ 335.(1) of Part 335 (Form F-11). 


ForM F-11 
STATEMENT TO BE FILED PURSUANT TO § 335.4(h)(2) or § 335.5(1) OF PART 


RELATING TO THE SECURITIES OF 


(Name and Address of Bank) 


GENERAL INSTRUCTIONS 


The item numbers and captions of the items shall be included but the text of 
the items may be omitted. The answers to the items shall be so prepared as to 
indicate clearly the coverage of the items without referring to the text of the 
items. Answer every item. If an item is inapplicable or the answer is in the nega- 
tive, so state. 

If the statement is filed by a partnership, limited partnership, syndicate, or other 
group, the information called for by Items 2 to 6, inclusive, shall be given with 
respect to (1) each partner or any partnership or limited partnership; (2) each 
member of such syndicate or group; and (3) each person controlling such part- 
ner or member. If a person referred to in (1), (2) or (3) is a corporation or 
the statement is filed by a corporation, the information called for by the above- 
mentioned items shall be given with respect to each principal officer and director 
of such corporation and each person controlling such corporation. 
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Item 1. Security and Bank. 

State the title of the class of equity securities to which this statement relates 
and the name and address of the bank which issued such securities. 

Item 2. Identity and Background. 

State the following with respect to the person filing this statement: 

(a) Name and business address. 

(b) Residence address. 

(c) Present principal occupation or employment and the name, principal busi- 
ness and address of any corporation or other organization in which such em- 
ployment is carried on. 

(d) Material occupations, positions, offices or employments during the last 10 
years, giving the starting and ending date of each and the name, principal busi- 
ness and address of any business corporation or other organization in which each 
such occupation, position, office or employment was carried on. 

(e)(1) Whether or not such person has been convicted in a criminal proceed- 
ing (excluding traffic violations or similar misdemeanors) and, if so, give the 
dates, nature of conviction, name and location of the court, and penalty imposed, 
or other disposition of the case; and 

(2) Whether or not such person has ever been adjudicated a bankrupt and, 
if so, give the dates and names and locations of the courts. 

Item 3. Source and Amount of Funds or Other Consideration. 

State the source and amount of funds or other consideration used or to be used 
in making the purchases, and if any part of the purchase price or proposed pur- 
chase price is represented or is to be represented by funds or other consideration 
borrowed or otherwise obtained for the purpose of acquiring, holding, or trading 
the securities, a description of the transaction and the names of the parties thereto. 

Instruction. If the source of funds is a loan made in the ordinary course of 
business by a bank, the person filing the statement may, at his option, omit the 
name of the bank, provided it is furnished to the Corporation in a letter requesting 
confidential treatment as to such information. Pursuant to Section 13(d)(1)(B) 
of the Act, such information shall not be made available to the public. 

Item 4. Purpose of Transaction. 

State the purpose or purposes of the purchase or proposed purchase of secur- 
ities of the bank. If the purpose of the purchases or prospective purchases is to 
acquire control of the bank, describe any plans or proposals which such persons 
may have to liquidate the bank, to sell its assets to or merge it with any other 
persons, or to make any other major change in its business or corporate structure. 

Item 5. Interest in Securities of the Bank. 

State the number of shares of the security which are beneficially owned, and 
the number of shares concerning which there is a right to acquire, directly or in- 
directly, by (i) such person, and (ii) each associate of such person giving the 
name and address of each such associate. Furnish information as to all trans- 
actions in the class of securities to which this statement relates which were effected 
during the past 60 days by the person filing this statement and by its subsidiaries 
and their officers, directors, and affiliated persons. 

Instruction. The number of shares reported under this item should be recon- 
ciled with the number of shares reported at Item 3 as purchased or proposed to 
be purchased. 

Item 6. Contracts, Arrangements, or Understandings With Respect to Securities 
of the Bank. 

Furnish information as to any contracts, arrangements, or understandings with 
any person with respect to any securities of the bank, including but not limited 
to transfer of any of the securities, joint ventures, loan or option arrangements, 
puts or calls, guaranties of loans, guaranties against loss or guaranties of profits, 
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division of losses or profits, or the giving or withholding of proxies, naming the 
persons with whom such contracts, arrangements, or understandings have been 
entered into, and giving the details thereof. 

Item 7. Persons Retained, Employed or to Be Compensated. 

Where this statement relates to a tender offer, or request or invitation for 
tenders, identify all persons and classes of persons employed, retained or to be 
compensated by the person filing this statement, or by any person on his behalf, 
to make solicitations or recommendations to security holders and describe briefly 
the terms of such employment, retainer or arrangement for compensation. 

Item 8. Material to Be Filed as Exhibits. 

Copies of all requests or invitations for tenders or advertisements making a 
tender offer or requesting or inviting tenders, additional material soliciting or 
requesting such tender offers, solicitations or recommendations to the holders of 
the security to accept or reject a tender offer or request or invitation for tenders 
shall be filed as an exhibit. 

SIGNATURE 


I certify that to the best of my knowledge and belief the information set forth 
in this statement is true, complete and correct. 


(Signature) 


If the statement is signed on behalf of a person by an authorized representative, 
evidence of the representative’s authority to sign on behalf of such person shall 
be filed with the statement. 


[{ 69.51] § 335.51 Form for proxy statement; statement where management 


does not solicit proxies (Form F-5). 
ForM F-5 
PROXY STATEMENT: STATEMENT WHERE MANAGEMENT 
DOES NOT SOLICIT PROXIES 


GENERAL iNSTRUCTIONS 

Each statement required under § 335.5(a) shall, to the extent applicable, in- 
clude the information called for under each of the items below. In the prepara- 
tion of the statement, particular attention should be given to the definitions in 
§ 335.2. 

This form is not to be used as a blank form to be filled in nor is it intended to 
prescribe a form for presentation of material in the statement. Its purpose is solely 
to prescribe the information required to be set forth in the statement; any addi- 
tional information that management or the soliciting persons deem appropriate 
may be included. 

Except as otherwise specifically provided, where any item calls for informa- 
tion for a specified period in regard to directors, officers or other persons holding 
specified positions or relationships, the information shall be given in regard to 
any person who held any of the specified positions or relationships at any time 
during the period. However, information need not be included for any portion 
of the period during which such person did not hold any such position or relation- 
ship provided a statement to that effect is made. 


INFORMATION REQUIRED IN STATEMENT 


Item 1—Revocability of Proxy. 

State whether the person giving the proxy has the power to revoke it. If the 
right of revocation before the proxy is exercised, is limited or is subject to com- 
pliance with any formal procedure, briefly describe such limitation or procedure. 
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Item 2—Dissenters’ Righis of Appraisal. 

Outline briefly the rights of appraisal or similar rights of dissenters with respect 
to any matter to be acted upon and indicate any statutory procedure required to 
be followed by dissenting security holders in order to perfect such rights. Where 
such rights may be exercised only within a limited time after the date of the 
adoption of a proposal, the filing of a charter amendment or other similar act, 
state whether the person solicited will be notified of such date. 

Instruction. Indicate whether a security holder’s failure to vote against a pro- 
posal will constitute a waiver of his appraisal or similar rights and whether a vote 
against a proposal will be deemed to satisfy any notice requirements under State 
law with respect to appraisal rights. If the State law is unclear, state what position 
will be taken in regard to those matters. 

Item 3—Persons Making the Solicitation. 

(a) Solicitations not subject to § 335.5(i). 

(1) If the solicitation is made by the management of the bank, so state. Give 
the name of any director of the bank who has informed the management in writ- 
ing that he intends to oppose any action intended to be taken by the management 
and indicate the action which he intends to oppose. 

(2) If the solicitation is made otherwise than by the management of the bank, 
so state and give the names of the persons by whom and the person on whose be- 
half it is made. 

(3) If the solicitation is to be made otherwise than by the use of the mails, 
describe the methods to be employed. If the solicitation is to be made by specially 
engaged employees or paid solicitors, state (i) the material features of any con- 
tract or arrangement for such solicitation and identify the parties, and (ii) the 
cost or anticipated cost thereof. 

(4) State the names of the persons by whom the cost of solicitation has been 
or will be borne, directly or indirectly. 

(b) Solicitations subject to § 335.5(i). 

(1) State by whom the solicitation is made and describe the methods employed 
and to be employed. 

(2) If regular employees of the bank or any other participants in a solicitation 
have been or are to be employed to solicit security holders, describe the class or 
classes of employees to be so employed, and the manner and nature of their em- 
ployment for such purpose. 

(3) If specially engaged employees, representatives, or other persons have been 
or are to be employed to solicit security holders, state (i) the material features of 
any contract or arrangement for such solicitation and identify the parties, (ii) the 
cost or anticipated cost thereof, and (iii) the approximate number of such em- 
ployees or employees of any other person (naming such other person) who will 
solicit security holders. 

(4) State the total amount estimated to be spent and the total expenditures to 
date for, in furtherance of, or in connection with the solicitation of security 
holders. 

(5) State by whom the cost of the solicitation will be borne. If such cost is to 
be borne initially by any person other than the bank, state whether reimburse- 
ment will be sought from the bank, and if so, whether the question of such re- 
imbursement will be submitted to a vote of security holders. 

Instruction. With respect to solicitations subject to § 335.5(i), costs and ex- 
penditures within the meaning of this Item 3 shall include fees for attorneys, ac- 
countants, public relations or financial advisors, solicitors, advertising, printing, 
transportation, litigation, and other costs incidental to the solicitation, except 
that the bank may exclude the amounts of such costs represented by the amount 
normally expended for a solicitation for an election of directors in the absence 





I-315 REGULATIONS—12 C.F.R. PT. 335 q 69.51 


of a contest, and costs represented by salaries and wages or regular employees 
and officers, provided a statement to that effect is included in the proxy statement. 

Item 4—Interest of Certain Persons in Matters to Be Acted Upon. 

(a) Solicitations not subject to § 335.5(i). Describe briefly any substantial in- 
terest, direct or indirect, by security holdings or otherwise, of each of the follow- 
ing persons in any matter to be acted upon, other than elections to office: 

(1) If the solicitation is made on behalf of management, each person who has 
been a director or officer of the bank at any time since the beginning of the last 
fiscal year. 

(2) If the solicitation is made otherwise than on behalf of management, each 
person on whose behalf the solicitation is made. Any person who would be a 
participant in a solicitation for purposes of § 335.5(i) as defined in subparagraph 
(2) (i), (c), (d), (e), and (f) thereof shall be deemed a person on whose behalf 
the solicitation is made for purposes of this paragraph (a). 

(3) Each nominee for election as a director of the bank. 

(4) Each associate of the foregoing persons. 

Instruction. Except in the case of a solicitation subject to § 335.5 made in op- 
position to another solicitation subject to § 335.5, this subitem (a) shall not apply 
to any interest arising from the ownership of securities of the bank where the 
security holder receives no extra or special benefit not shared on a pro rata basis 
by all other holders of the same class. 

(b) Solicitations subject to § 335.5(i). 

(1) Describe briefly any substantial interest, direct or indirect, by security 
holdings or otherwise, of each participant as defined in § 335.5(i)(2)(i), (b), 
(c), (d), (e), and (f), in any matter to be acted upon at the meeting, and 
include with respect to each participant the information, or a fair and ade- 
quate summary thereof, required by Items 2(a), 2(d), 3, 4(b), and 4(c) of 
Form F-6. 

(2) With respect to any person named in answer to Item 6(b), describe any 
substantial interest, direct or indirect, by security holdings or otherwise, that he has 
in any matter to be acted upon at the meeting, and furnish the information called 
for by Items 4(b) and (c) of Form F-6. 

Item 5—Voting Securities and Principal Holders Thereof. 

(a) State as to each class of voting securities of the bank entitled to be voted at 
the meeting, the number of shares outstanding and the number of votes to which 
each class is entitled. 

(b) Give the date as of which the record of security holders entitled to vote at 
the meeting will be determined. If the right to vote is not limited to security 
holders of record on that date, indicate the conditions under which other security 
holders may be entitled to vote. 

(c) If action is to be taken with respect to the election of directors and if the 
persons solicited have cumulative voting rights, make a statement that they have 
such rights and state briefly the conditions precedent to the exercise thereof. 

(d) If to the knowledge of the persons on whose behalf the solicitation is 
made, any person and his associates own of record or beneficially more than 10 
percent of the outstanding voting securities of the bank, name such person or 
persons, state the approximate amount of such securities owned of record but 
not owned beneficially, and the approximate amount owned beneficially, and the 
percentage of outstanding voting securities represented by the amount of securities 
so owned in each such manner. 

(e) If to the knowledge of the persons on whose behalf the solicitation is made, 
a change in control of the bank has occurred since the beginning of its last fiscal 
year, state the name of the person or persons who acquired such control, the 
basis of such control, the date and a description of the transaction or transactions 
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in which control was acquired and the percentage of voting securities of the bank 
now owned by such person or persons. 

(f) Describe any contractual arrangements, including any pledge of securities 
of the bank or any of its parents, known to the persons on whose behalf the 
solicitation is made, the operation of the terms of which may at a subsequent date 
result in a change in control of the bank. 

Instruction. Paragraph (f) does not require a description of ordinary default 
provisions contained in the charter, trust indentures or other governing instru- 
ments relating to securities of the bank. 

Item 6—Nominees and Directors. 

(a) If action is to be taken with respect to the election of directors, furnish 
the following information, in tabular form to the extent practicable, with respect 
to each person nominated for election as a director and each other person whose 
term of office as a director will continue after the meeting: 

(1) Name each such person, state when his term of office or the term of office 
for which he is a nominee will expire, and all other positions and offices with the 
bank presently held by him, and indicate which persons are nominees for election 
as directors at that meeting. 

(2) State his present principal occupation or employment and give the name 
and principal business of any corporation or other organization in which such 
employment is carried on. Furnish similar information as to all of his principal 
occupations or employments during the last five years, unless he is now a director 
and was elected to his present term of office by a vote of security holders at a 
meeting for which proxies were solicited under § 335.5. 

(3) If he is or has previously been a director of the bank state the period or 
periods during which he has served as such. 

(4) State, as of the most recent practicable date, the approximate amount of 
each class of equity securities of the bank, or any of its parents or subsidiaries, 
other than directors’ qualifying shares, beneficially owned directly or indirectly 
by him. If he disclaims beneficial ownership of any such securities, make a state- 
ment to that effect. 

(5) If more than 10 percent of any class of securities of the issuer or any of 
its parents or subsidiaries are beneficially owned by him and his associates, state 
the approximate amount of each class of such securities beneficially owned by 
such associates, naming each associate whose holdings are substantial. 

(b) If any nominee for election as a director is proposed to be elected pur- 
suant to any arrangement or understanding between the nominee and any other 
person or persons, except the directors and officers of the bank acting solely in 
that capacity, name such other person or persons and describe briefly such ar- 
rangement or understanding. 

(c) If fewer nominees are named than the number fixed by or pursuant to the 
governing instruments, state the reasons for this procedure, and that the proxies 
cannot be voted for a greater number of persons than the number of nominees 
named. 

Item 7—Remuneration and Other Transactions With Management and Others. 

Furnish the information called for by this item if action is to be taken with 
respect to (i) the election of directors, (ii) any bonus, profit sharing or other 
remuneration plan, contract or arrangement in which any director, nominee for 
election as a director, or officer of the bank will participate, (iii) any pension or 
retirement plan in which any such person will participate, or (iv) the granting 
or extension to any such person of any options, warrants or rights to purchase 
any securities, other than warrants or rights issued to security holders, as such, 
on a pro rata basis. However, if the solicitation is made on behalf of persons 
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other than the management, the information required need be furnished only as 
to nominees for election as directors and as to their associates. 

(a) Furnish the following information in substantially the tabular form in- 
dicated below as to all direct remuneration paid by the bank and its subsidiaries 
during the bank’s latest fiscal year to the following persons for services in all 
capacities: 

(1) Each director of the bank whose aggregate direct remuneration exceeded 
$40,000, and each of the three highest paid officers of the bank whose aggregate 
direct remuneration exceeded that amount, naming each director and officer. 

(2) All directors and officers of the bank as a group without naming them, 
but stating the number of persons included. 


Name of 
individual or 
number of 
persons in group 


(A) (B) (C) 


Capacities in Aggregate 
which remuneration direct 
was received remuneration 


Instructions. 1. This item applies to any person who was a director or officer 
of the bank at any time during the period specified. However, information need 
not be given for any portion of the period during which such person was not a 
director or officer. 

2. The information is to be given on an accrual basis, if practicable. The tables 
required by this paragraph and paragraph (b) may be combined if the bank 
so desires. 

3. Do not include remuneration paid to a partnership in which any director or 
officer was a partner. But see paragraph (f) below. 

(b) Furnish the following information, in substantially the tabular form in- 
dicated, as to all annuity, pension or retirement benefits proposed to be paid under 
any existing plan in the event of retirement at normal retirement date, directly 
or indirectly, by the bank or any of its subsidiaries to each director or officer 
named in answer to paragraph (a)(1) and to all directors and officers of the is- 
suer who are eligible for such benefits, as a group, stating the number of persons 
in the group without naming them: 


Amount set Estimated 
Name of aside or accrued annual benefits 
individual during bank’s upon 
last fiscal year retirement 


(A) (B) (C) 





Instructions. 1. The term “plan” in this paragraph and in paragraph (c) in- 
cludes all plans, contracts, authorizations or arrangements, whether or not set 
forth in any formal document. 

2. Column (B) need not be answered with respect to payments computed on 
an actuarial basis under any plan which provides for fixed benefits in the event 
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of retirement at a specified age or after a specified number of years of service. 
In such case, Columns (A) and (C) need not be answered with respect to direc- 
tors and officers as a group. 

3. The information called for by Column (C) may be given in a table showing 
the annual benefits payable upon retirement to persons in specified salary classi- 
fications. 

4. In the case of any plan (other than those specified in Instruction 1) where 
the amount set aside each year depends upon the amount of earnings or profits 
of the bank or its subsidiaries for such year or a prior year (or whether otherwise 
impracticable to state the estimated annual benefits upon retirement) there shall 
be set forth, in lieu of the information called for by Column (C), the aggregate 
amount set aside or accrued to date, unless impracticable to do so, in which case 
the method of computing such benefits shall be stated. In addition, furnish a brief 
description of the material terms of the plan, including the method used in com- 
puting the bank’s contribution, and the amount set aside or accrued during the 
bank’s last fiscal year for all officers and directors as a group, indicating the num- 
ber of persons in such group without naming them. 

(c) Describe briefly all remuneration payments (other than payments reported 
under paragraph (a) or (b) of this item) proposed to be made in the future, di- 
rectly or indirectly, by the bank or any of its subsidiaries pursuant to any exist- 
ing plan or arrangement to (i) each director or officer named in answer to para- 
graph (a)(1), naming each such person, and (ii) all directors and officers of 
the bank as a group, without naming them. 

Instruction. Information need not be included as to payments to be made for, 
or benefits to be received from, group life or accident insurance, group hospitaliza- 
tion or similar group payments or benefits. If it is impracticable to state the 
amount of remuneration payments proposed to be made, the aggregate amount 
set aside or accrued to date in respect of such payments shall be stated, together 
with an explanation of the basis for future payments. 

(d) Furnish the following information as to all options to purchase securities, 
from the bank or any of its subsidiaries, which were granted to or exercised by 
the following persons since the beginning of the bank’s last fiscal year and as to all 
options held by such persons as of the latest practicable date: (i) Each director 
or officer named in answer to paragraph (a)(1), naming each such person; and 
(ii) all directors and officers of the bank as a group, without naming them: 

(1) As to options granted, state (i) the title and amount of securities called for; 
(ii) the prices, expiration dates, and other material provisions; and (iii) the 
market value of the securities called for on the granting date. 

(2) As to options exercised, state (i) the title and amount of securities pur- 
chased; (ii) the aggregate purchase price; and (iii) the aggregate market value 
of the securities purchased on the date of purchase. 

(3) As to all unexercised options held as of the latest practicable date, regard- 
less of when such options were granted, state (i) the title and aggregate amount 
of securities called for; (ii) the average option price per share; and (iii) the per 
share market price of the securities subject to the option, as of the latest practicable 
date. 

Instructions. 1. The term “options” as used in this paragraph (d) includes all 
options, warrants or rights, other than those issued to security holders as such 
on a pro rata basis. Where the average option price per share is called for, the 
weighted average price per share shall be given. 

2. The extension, regranting, or material amendment of options shall be deemed 
the granting of options within the meaning of this paragraph. 

3. This item need not be answered with respect to options granted, exercised, 
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or outstanding, as may be specified therein, where the total market value (i) on 
the granting date of the securities called for by all options granted during the 
period specified; (ii) on the dates of purchase of all securities purchased through 
the exercise of options during the period specified; or (iii) as of the latest prac- 
ticable date of the securities called for by all options held at such time, does not 
exceed $10,000 for any officer or director named in answer to paragraph (a)(1), 
or $40,000 for all officers and directors as a group. 

4. The information called for by this paragraph may be furnished in the form 
of the table set forth in Option Disclosure Instruction to this Form. In such case, 
the information need be furnished only for the period specified in this paragraph 
and information need not be included as to shares sold during the period. How- 
ever, if Item 9, 10, or 11 is required to be answered, all of the information spec- 
ified in Option Disclosure Instruction to this Form must be furnished for the five- 
year period referred to therein and need not be separately furnished for the period 
specified in this paragraph. 

(e) State as to each of the following persons who was indebted to the bank or 
its subsidiaries at any time since the beginning of the last fiscal year of the bank, 
(i) the largest aggregate amount of indebtedness outstanding at any time during 
such period, (ii) the nature of the indebtedness and of the transaction in which 
it was incurred, (iii) the amount thereof outstanding as of the latest practicable 
date, and (iv) the rate of interest paid or charged thereon: 

(1) Each director or officer of the bank; 

(2) Any nominee for election as a director; 

(3) Any security holder named in answer to Item 5(d); 

(4) Any associate of any of the foregoing persons. 

Instructions. 1. Include the name of each person whose indebtedness is de- 
scribed and the nature of the relationship by reason of which the information is 
required to be given. 

2. Disclosure under this paragraph (e) shall not be required where the trans- 
action consists of extensions of credit by the bank in the ordinary course of its 
business that (A) are made on substantially the same terms, including interest 
rates and collateral, as those prévailing at the time for comparable transactions 
with other than specified persons, (B) at no time exceed 10 per cent of the equity 
capital accounts of the bank, or $10 million, whichever is less, and (C) do not 
involve more than the normal risk of collectibility or present other unfavorable 
features. Notwithstanding the foregoing, if aggregate extensions of credit to the 
specified persons, as a group, exceeded 20 percent of the equity capital accounts 
of the bank at any time during the preceding year, (1) the aggregate amount of 
such extensions of credit shall be disclosed, and (2) a statement shall be in- 
cluded, to the extent applicable, that the bank has had and expects to have in 
the future, banking transactions in the ordinary course of its business with direc- 
tors, officers, principal stockholders, and their associates, on the same terms, in- 
cluding interest rates and collateral on loans, as those prevailing at the same 
time for comparable transactions with others, and do not involve more than the 
normal risk of collectibility or present other unfavorable features. For the pur- 
poses of determining “aggregate extensions of credit” in this instruction, trans- 
actions which are exempted from disclosure pursuant to other instructions to this 
item may be excluded. 

3. If to the knowledge of the persons on whose behalf the solicitation is made 
any indebtedness required to be described arose under Section 16(b) of the Act 
and has not been discharged by payment, state the amount of the profit realized, 
that such profit will inure to the benefit of the bank or its subsidiaries and whether 
suit will be brought or other steps taken to recover such profit. If in the opinion 
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of counsel a question reasonably exists as to the recoverability of such profit, it 
will suffice to state all facts necessary to describe the transaction, including the 
prices and number of shares involved. 

(f) Describe briefly any transactions since the beginning of the last fiscal year 
or any presently proposed transactions, to which the bank or any of its subsidiaries 
was or is to be a party, in which any of the following persons had or is to have 
a direct or indirect material interest, naming such person and stating his relation- 
ship to the bank, the nature of his interest in the transaction and, where prac- 
ticable, the amount of such interest: 

(1) Any director or officer of the bank; 

(2) Any nominee for election as a director; 

(3) Any security holder named in answer to Item 5(d); and 

(4) Any associate of any of the foregoing persons. 

Instructions. 1. This item applies to any person who held any of the positions 
or relationships specified at any time during the period specified. However, infor- 
mation need not be given for any portion of the period during which such person 
did not hold any such position or relationship. 

2. No information need be given in response to this item as to any remunera- 
tion or other transaction reported in response to Item 13 or 14, or as to any trans- 
action with respect to which information may be omitted pursuant to Instruction 
2 to Item 13(b), the Instruction to Item 13(c), or Instruction 2 or 3 to paragraph 
(b) of this item. 

3. No information need be given in answer to this item as to any transaction 
where— 

(a) the rates or charges involved in the transaction are determined by com- 
petitive bids, or the transaction involves the rendering of services at rates or 
charges fixed in conformity with law or governmental authority; 

(b) the transaction involves services as a bank depository of funds, transfer 
agent, registrar, trustee under a trust indenture, or similar services; 

(c) the amount involved in the transaction or a series of similar transactions, 
including all periodic installments in the case of any lease or other agreement pro- 
viding for periodic payments or installments, does not exceed $40,000; or 

(d) the interest of the specified person arises solely from the ownership of 
securities of the bank and the specified person receives no extra or special benefit 
not shared on a pro rata basis by all holders of securities of the class. 

4. It should be noted that this item calls for disclosure of indirect, as well as 
direct, material interest in transactions. A person who has a position or relation- 
ship with a firm, corporation, or other entity, which engages in a transaction with 
the bank or its subsidiaries, may have an indirect interest in such transaction by 
reason of such position or relationship. However, a person shall be deemed not to 
have a material indirect interest in a transaction within the meaning of this item 
where— 

(a) the interest arises only (i) from such person’s position as a director of 
another corporation or organization (other than a partnership) which is a party 
to the transaction, or (ii) from the direct or indirect ownership by such person 
and all other persons specified in subparagraphs (1) through (3) above, in the 
aggregate, of less than a 10 percent equity interest in another person (other than 
a partnership) which is a party to the transaction, or (iii) from both such posi- 
tion and ownership; 

(b) the interest arises only from such person’s position as a limited partner in 
a partnership in which he and all other persons specified in (1) through (3) above 
had an interest of less than 10 percent; or 

(c) the interest of such person arises solely from the holding of an equity in- 
terest (including a limited partnership interest, but excluding a general partnership 
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interest) or a creditor interest in another person which is a party to the transac- 
tion with the issuer or any of its subsidiaries and the transaction is not material 
to such other person. 

5. The amount of the interest of any specified person shall be computed with- 
out regard to the amount of the profit or loss involved in the transaction. Where it 
is not practicable to state the approximate amount of the interest, the approximate 
amount involved in the transaction shall be indicated. 

6. In describing any transaction involving the purchase or sale of assets by or to 
the bank or any of its subsidiaries, otherwise than in the ordinary course of busi- 
ness, state the cost of the assets to the purchaser and, if acquired by the seller 
within two years prior to the transaction, the cost thereof to the seller. 

7. The foregoing instructions specify certain transactions and interests as to 
which information may be omitted in answering this item. There may be situa- 
tions where, although the foregoing instructions do not expressly authorize nondis- 
closure, the interest of a specified person in the particular transaction or series of 
transactions is not a material interest. In that case, information regarding such 
interest and transaction is not required to be disclosed in response to this item. 

8. Information should be included as to any material underwriting discounts 
and commissions upon the sale of securities by the bank where any of the specified 
persons were or are to be a principal underwriter or is a controlling person or a 
member of a firm that was or is to be a principal underwriter. Information need 
not be given concerning ordinary management fees paid by underwriters to a man- 
aging underwriter pursuant to an agreement among underwriters the parties to 
which do not include the bank or its subsidiaries. 

(g) Describe briefly any transactions since the beginning of the bank’s last fiscal 
year or any presently proposed transaction, to which any pension, retirement, sav- 
ings or similar plan provided by the registrant or any of its parents or subsidiaries, 
was or is to be a party, in which any of the following persons had or is to have a 
direct or indirect material interest, naming such person and stating his relations to 
the bank, the nature of his interest in the transaction, and, where practicable, the 
amount of such interest: 

(1) Any director or officer of the bank; 

(2) Any security holder named in answer to Item 5(d); 

(3) Any associate of any of the foregoing persons; 

(4) The bank or any of its subsidiaries. 

Instructions. 1. Instructions 3, 4, 5 and 6 to paragraph (f) of this item shall 
apply to paragraph (g) of this item. 

2. Without limiting the general meaning of the term “transaction” there shall 
be included in answer to this item any remuneration received or any loans received 
or outstanding during the period, or proposed to be received. 

3. No information need be given in answer to paragraph (c) with respect to— 

(a) payments to the plan, or payments to beneficiaries, pursuant to the terms of 
the plan; 

(b) payments of remuneration for services not in excess of five percent of the 
aggregate remuneration received by the specified person during the bank’s last 
fiscal year from the bank and its subsidiaries; or 

(c) an interest of the bank or any of its subsidiaries which arises solely from 
its general interest in the success of the plan. 

Item 8—Relationship with Independent Public Accountants. 

If the solicitation is made on behalf of management of the bank and relates to a 
meeting of security holders at which directors are to be elected, auditors are to be 
selected or approved, or financial statements are included pursuant to Item 15, 
furnish the following information describing the bank’s relationship with its inde- 
pendent public accountants; 
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(a) The name of the principal accountant selected or being recommended to 
shareholders for election, approval or ratification for the current year. If no ac- 
countant has been selected or recommended, so state and briefly describe the rea- 
sons therefor. 

(b) The name of the principal accountant for the fiscal year most recently com- 
pleted if different from the accountant selected or recommended for the current 
year or if no accountant has yet been selected or recommended for the current 
year. 

(c) If a change or changes in accountants have taken place since the date of the 
proxy statement for the most recent annual meeting of shareholders, and if in con- 
nection with such change(s) a disagreement between the accountant and bank has 
been reported on Form F-3 or in the accountant’s letter filed as an exhibit thereto, 
the disagreement shall be described. Prior to submitting the preliminary proxy 
material to the Corporation which contains or amends such description, the bank 
shall furnish the description of the disagreement to any accountant with whom a 
disagreement has been reported. If that accountant believes that the description of 
the disagreement is incorrect or incomplete, he may include a brief statement, 
ordinarily expected not to exceed 200 words, in the proxy statement presenting 
his view of the disagreement. This statement shall be submitted to the bank within 
10 business days of the date the accountant received the bank’s description. 

(d) The proxy statement shall indicate whether or not representatives of the 
principal accountants for the current year and for the most recently completed 
fiscal year are expected to be present at the stockholders’ meeting with the oppor- 
tunity to make a statement if they desire to do so and whether or not such repre- 
sentatives are expected to be available to respond to appropriate questions. 

(e) If the bank has an audit or similar committee of the Board of Directors, 
state the names of the members of the committee. If the Board of Directors has 
no audit or similar committee, so state. 

Item 9—Bonus; Profit Sharing; and Other Remuneration Plans. 

If action is to be taken with respect to any bonus, profit sharing, or other re- 
muneration plan, furnish the following information. 

(a) Describe briefly the material features of the plan. Identify each class of 
person who will participate therein, indicate the approximate number of persons 
in each such class and state the basis of such participation. 

(b) State separately the amounts which would have been distributable under 
the plan during the last fiscal year of the bank (1) to directors and officers and 
(2) to employees if the plan had been in effect. 

(c) State the name and position with the bank of each person specified in Item 
7(a), who will participate in the plan and the amount which each such person 
would have received under the plan for the last fiscal year of the bank if the plan 
had been in effect. 

(d) Furnish such information, in addition to that required by this item and 
Item 7, as may be necessary to describe adequately the provisions already made 
pursuant to all bonus, profit sharing, pension, retirement, stock option, stock pur- 
chase, deferred compensation, or other remuneration or incentive plans, now in 
effect or in effect within the past five years, for (i) each director or officer named 
in answer to Item 7(a) who may participate in the plan to be acted upon; (ii) all 
present directors and officers of the bank as a group, if any director or officer may 
participate in the plan; and (iii) all employees, if employees may participate in 
the plan. 

(e) If the plan to be acted upon can be amended otherwise than by a vote of 
stockholders, to increase the cost thereof to the bank or to alter the allocation of 
the benefits as between the groups specified in (b), state the nature of the amend- 
ments which can be so made. 
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(f) If action is to be taken with respect to the amendment or modification of 
an existing plan, the item shall be answered with respect to the plan as proposed 
to be amended or modified and shall indicate any material differences from the 
existing plan. 

Instructions. 1. The term “plan” as used in this item means any plan as defined 
in Instruction 1 to Item 7(b). 

2. If the plan to be acted upon is set forth in a written document, three copies 
thereof shall be filed with the Corporation at the time preliminary copies of the 
statement are filed pursuant to § 335.5(f). 

3. The following instructions shall apply to paragraph (d): 

(a) Information need only be given with respect to benefits received or set aside 
within the past five years. 

(b) Information need not be included as to payments made for, or benefits to 
be received from group life or accident insurance, group hospitalization or similar 
group payments or benefits. 

(c) If action is to be taken with respect to any plan in which directors or offi- 
cers may participate, the information called for by Items 7(d)(1) and (2) shall 
be furnished for the last five fiscal years of the issuer and any period subsequent 
to the end of the latest such fiscal year, in aggregate amounts for the entire period 
for each such person and group. If any named person, or any other director or 
officer, purchased securities through the exercise of options during such period, 
state the aggregate amount of securities of that class sold during the period by 
such named person and such other directors and officers as a group. The informa- 
tion called for by this Instruction 3(c) is in lieu of the information since the be- 
ginning of the issuer’s last fiscal year called for by Items 7(d)(1) and (2). If 
employees may participate in the plan to be acted upon, state the aggregate amount 
of securities called for by all options granted to employees during the five-year 
period and, if the options were other than “restricted” or “qualified” stock options 
or options granted pursuant to an “employee stock purchase plan,” as the quoted 
terms are defined in Sections 422 through 424 of the Internal Revenue Code, state 
that fact and the weighted average option price per share. The information called 
for by this instruction may be furnished in the form of the table illustrated in the 
Option disclosure instruction appearing at the end of this form. 

Item 10—Pension and Retirement Plans. 

If action is to be taken with respect to any pension or retirement plan, furnish 
the following information: 

(a) Describe briefly the material features of the plan, identify each class of per- 
sons who will be entitled to participate therein, indicate the approximate number 
of persons in each such class, and state the basis of such participation. 

(b) State (1) the approximate total amount necessary to fund the plan with 
respect to past services, the period over which such amount is to be paid, and the 
estimated annual payments necessary to pay the total amount over such period; 
(2) the estimated annual payment to be made with respect to current services, and 
(3) the amount of such annual payments to be made for the benefit of (i) direc- 
tors and officers, and (ii) employees. 

(c) State (1) the name and position with the bank of each person specified in 
Item 7(a) who will be entitled to participate in the plan, (2) the amount which 
would have been paid or set aside by the bank and its subsidiaries for the benefit 
of such person for the last fiscal year of the bank if the plan had been in effect, 
and (3) the amount of the annual benefits estimated to be payable to such person 
in the event of retirement at normal retirement date. 

(d) Furnish such information, in addition to that required by this item and 
Item 7, as may be necessary to describe adequately the provisions already made 
pursuant to all bonus, profit sharing, pension, retirement, stock option, stock pur- 
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chase, deferred compensation, or other remuneration or incentive plans, now in 
effect or in effect within the past five years, for (i) each director or officer named 
in answer to Item 7(a) who may participate in the plan to be acted upon; (ii) all 
present directors and officers of the bank as a group, if any director or officer 
may participate in the plan; and (iii) all employees, if employees may participate 
in the plan. 

(e) If the plan to be acted upon can be amended otherwise than by a vote of 
stockholders to increase the cost thereof to the bank or alter the allocation of the 
benefits as between the groups specified in (b) (3), state the nature of the amend- 
ments which can be so made. 

(f) If action is to be taken with respect to the amendment or modification of 
an existing plan, the item shall be answered with respect to the plan as proposed 
to be amended or modified and shall indicate any material differences from the 
existing plan. 

Instructions. 1. The information called for by paragraph (b)(3) or (c) (2) 
need not be given as to payments made on an actuarial basis pursuant to any group 
pension plan which provides for fixed benefits in the event of retirement at a spec- 
ified age or after a specified number of years of service. 

2. Instructions 1, 2, and 3 to Item 9 shall apply to this item. 

Item 11—Options; Warrants; or Rights. 

If action is to be taken with respect to the granting or extension of any options, 
warrants, or rights to purchase securities of the bank or any subsidiary, furnish the 
following information: 

(a) State (i) the title and amount of securities called for or to be called for by 
such options, warrants, or rights; (ii) the prices, expiration dates and other mate- 
rial conditions upon which the options, warrants, or rights may be exercised; (iii) 
the consideration received or to be received by the issuer or subsidiary for the 
granting or extension of the options, warrants, or rights; (iv) the market value of 
the securities called for or to be called for by the options, warrants, or rights as 
of the latest practicable date, and (v) in the case of options, the Federal income 
tax consequences of the issuance and exercise of such options to the recipient and 
to the bank. 

(b) State separately the amount of options, warrants, or rights received or to be 
received by the following persons, naming each such person: (i) each director or 
officer named in answer to Item 7(a); (ii) each nominee for election as a director 
of the bank; (iii) each associate of such directors, officers, or nominees; and (iv) 
each other person who received or is to receive five percent or more of such op- 
tions, warrants, or rights. State also the total amount of such options, warrants, 
or rights received or to be received by all directors and officers of the bank as a 
group, without naming them. 

(c) Furnish such information, in addition to that required by this item and Item 
7 as may be necessary to describe adequately the provisions already made pur- 
suant to all bonus, profit sharing, pension, retirement, stock option, stock pur- 
chase, deferred compensation, or other remuneration on incentive plans, now in 
effect or in effect within the past five years, for (i) each director or officer named 
in answer to Item 7(a) who may participate in the plan to be acted upon; (ii) all 
directors and officers of the bank as a group, if any director or officer may par- 
ticipate in the plan; and (iii) all employees, if employees may participate in the 
plan. 

Instructions. 1, Paragraphs (b) and (c) do not apply to warrants or rights to 
be issued to security holders as such on a pro rata basis. 

2. The instruction to Item 9 shall apply to paragraph (c) of this item. 

3. Include in the answer to paragraph (c) as to each director or officer named 
in answer to Item 7(a) and as to all directors and officers as a group (i) the 
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amount of securities acquired during the past two years through the exercise of 
options granted during the period or prior thereto; (ii) the amount of securities 
sold during such period of the same class as those acquired through the exercise 
of such options; and (iii) the amount of securities subject to all unexercised op- 
tions held as of the latest practicable date. 

Item 12—Authorization or Issuance of Securities Otherwise than for Exchange. 

If action is to be taken with respect to the authorization or issuance of any 
securities otherwise than in exchange for outstanding securities of the bank, fur- 
nish the following information: 

(a) State the title and amount of securities to be authorized or issued. 

(b) Furnish a description of the material provisions of the securities such as 
would be required in a registration statement filed pursuant to this Part. If the 
terms of the securities cannot be stated or estimated with respect to any or all of 
the securities to be authorized, because no offering thereof is contemplated in the 
proximate future, and if no further authorization by security holders for the issu- 
ance thereof is to be obtained, it should be stated that the terms of the securities 
to be authorized, including dividend or interest rates, conversion prices, voting 
rights, redemption prices, maturity dates, and similar matters will be determined 
by the board of directors. If the securities are additional shares of common stock 
of a class outstanding, the description may be omitted except for a statement of 
the preemptive rights, if any. Where the statutory provisions with respect to pre- 
emptive rights are so indefinite or complex that they cannot be stated in sum- 
marized form, it will suffice to make a statement in the form of an opinion of 
counsel as to the existence and extent of such rights. 

(c) Describe briefly the transaction in which the securities are to be issued, in- 
cluding a statement as to (1) the nature and approximate amount of consideration 
received or to be received by the bank, and (2) the approximate amount devoted 
to each purpose so far as determinable, for which the net proceeds have been or 
are to be used. If it is impracticable to describe the transaction in which the secur- 
ities are to be issued, state the reason, indicate the purpose of the authorization of 
the securities, and state whether further authorization for the issuance of the secur- 
ities by a vote of security holders will be solicited prior to such issuance. 

(d) If the securities are to be issued otherwise than in a general public offer- 
ing for cash, state the reasons for the proposed authorization or issuance and the 
general effect thereof upon the rights of existing security holders. 

Item 13—Modification or Exchange of Securities. 

If action is to be taken with respect to the modification of any class of securities 
of the bank, or the issuance or authorization for issuance of securities of the bank 
in exchange for outstanding securities of the bank, furnish the following infor- 
mation: 

(a) If outstanding securities are to be modified, state the title and amount 
thereof. If securities are to be issued in exchange for outstanding securities, state 
the title and amount of securities to be so issued, the title and amount of out- 
standing securities to be exchanged therefor, and the basis of the exchange. 

(b) Describe any material differences between the outstanding securities and 
the modified or new securities in respect of any of the matters concerning which 
information would be required in the description of the securities in a registration 
statement filed pursuant to this Part. 

(c) State the reasons for the proposed modification or exchange, and the 
general effect thereof upon the rights of existing security holders. 

(d) Furnish a brief statement as to arrears in dividends or as to defaults in 
principal or interest in respect to the outstanding securities which are to be modified 
or exchanged and such other information as may be appropriate in the particular 
case to disclose adequately the nature and effect of the proposed action. 





q 69.51 REGULATIONS—12 C.F.R. PT. 335 1-326 


(e) Outline briefly any other material features of the proposed modification or 
exchange. 

(f) Instruction 1 to Item 9 shall apply to this item. 

Instruction. If the existing security is presently listed and registered on a 
national securities exchange, state whether it is intended to apply for listing and 
registration of the new or reclassified security on such exchange or any other 
exchange. If it is not intended to make such application, state the effect of the 
termination of such listing and registration. 

Item 14—Mergers; Consolidations; Acquisitions; and Similar Matters. 

If action is to be taken with respect to any plan for (i) the merger or consolida- 
tion of the bank into or with any other person or of any other person into or 
with the bank; (ii) the acquisition by the bank or any of its subsidiaries of 
securities of another bank; (iii) the acquisition by the bank or any other going 
business or of the assets thereof; (iv) the sale or other transfer of all or any 
substantial part of the assets of the bank; or (v) the voluntary liquidation or 
dissolution of the bank: 

(a) Outline briefly the material features of the plan. State the reasons therefor 
and the general effect thereof upon the interests of existing security holders. If 
the plan is set forth in a written document, file three copies thereof with the 
Corporation when preliminary copies of the Statement are filed pursuant to § 
335.5(f). 

(b) Furnish the following information as to the bank and each person which 
is to be merged into the bank, or into or with which the bank is to be merged or 
consolidated, or the business or assets of which are to be acquired or which is 
the issuer of securities to be acquired, or which is the issuer of securities by the 
bank or any of its subsidiaries in exchange for all or a substantial part of its 
assets. What is required is information essential to an investor’s appraisal of the 
action proposed to be taken: 

(1) A brief description of the business and property of each such person in 
substantially the manner described in Items 1 and 3 of Form F-1. 

(2) A brief statement as to dividends in arrears, defaults in principal or interest 
in respect to any securities of the bank or of such person, and as to the effect of 
the plan thereon and such other information as may be appropriate in the 
particular case to disclose adequately the nature and effect of the proposed action. 

(3) Such information with respect to the proposed management of the sur- 
viving bank as would be required by Items 6 and 7 of this Form F-5. Information 
concerning remuneration of management may be projected for the current year 
based on remuneration actually paid or accrued by each of the constituent persons 
during the last calendar year. If significantly different, proposed compensation 
arrangements should also be described. 

(4) A tabular presentation of the existing and pro forma capitalization. 

(5) In columnar form, for each of the last five fiscal years, a historical summary 
of earnings. Such summary is to be concluded by indicating per share amounts 
of income before securities gains (losses), net income, and dividends declared 
for each period reported. (Extraordinary items, if any, should be appropriately 
reported and per share amounts of securities gains (losses) may be included.) 

(6) In columnar form, for each of the last five fiscal years, a combined pro 
forma summary of earnings, as appropriate in the circumstances, similar in struc- 
ture to the historical summary of earnings. If the transaction establishes a new 
basis of accounting for assets of any of the persons included therein, the pro forma 
summary of earnings shall be furnished only for the most recent fiscal year and 
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interim period and shall reflect appropriate pro forma adjustments resulting from 
such new basis of accounting. 

(7) A tabular presentation of comparative per share data of the constituent 
banks or other persons pertaining to: 

(A) (i) Income before securities gains (losses); (ii) met income; and (iii) 
dividends declared, for each of the last five fiscal years; and 

(B) Book value per share, at the date of the balance sheets included in the 
Statement. 

The comparative per share data shall be presented on a historical and pro forma 
basis (except dividends which are to be furnished on historical basis only) and 
equated to a common basis in exchange transactions. 

(8) To the extent material for the exercise of prudent judgment, the historical 
and pro forma earnings data specified in (5), (6), and (7) above for the latest 
available interim period of the current and prior fiscal years. 

Instructions. 1. Historical statements of income in their entirety, as required 
by Item 15, may be furnished in lieu of the summary of earnings specified in 
paragraph 5. If summary earnings information is presented, show, as a minimum, 
operating revenues, operating expenses, income before income taxes and securities 
gains (losses), applicable income taxes, income before securities gains (losses), 
securities gains (losses), extraordinary items less applicable tax, cumulative effects 
of changes in accounting principles, and net income. The summary shall reflect 
retroactive adjustments or any material items affecting the comparability of the 
results. 

2. In connection with any interim period or periods between the end of the 
last fiscal year and the balance sheet date, and any comparable prior period, a 
statement shall be made that all adjustments necessary to a fair statement of the 
results for such interim period or periods have been included, and results of the 
interim period for the current year are not necessarily indicative of results for the 
entire year. In addition, there shall be furnished in such cases, as supplemental 
information but not as a part of the proxy statement, a letter describing in detail 
the nature and amount of any adjustments, other than normal recurring accruals, 
entering into the determination of the results shown. 

3. The information required by this Item 14(b) is required in a Statement of 
the “acquiring” or “surviving” bank only where a “significant” merger or acquisi- 
tion is to be voted upon. For purposes of this item, the term “significant” merger 
or acquisition shall mean a transaction where either (1) the net book value of 
assets to be acquired or the amount to be paid therefor exceeds five percent of 
the equity capital accounts of the acquiring bank, or (2) in an exchange trans- 
action, the number of shares to be issued exceeds five percent of the outstanding 
shares of the acquiring bank, or (3) gross operating revenues for the last fiscal 
year of the person to be acquired exceeded five percent of the gross operating 
revenues for the last fiscal year of the acquiring bank. If less than a “significant” 
merger or acquisition is to be voted upon, such information need only be included 
to the extent necessary for the exercise of prudent judgment with respect thereto. 

(c) As to each class of securities of the bank, or of any person specified in 
paragraph (b), which is admitted to dealing on a national securities exchange or 
with respect to which a market otherwise exists, and which will be materially 
affected by the plan, state the high and low sale prices (or, in the absence of 
trading in a particular period, the range of the bid and asked prices) for each 
quarterly period within two years. This information may be omitted if the plan 
involves merely the voluntary liquidation or dissolution of the bank. 
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Item 15—Financial Statements. 

(a) If action is to be taken with respect to any matter specified in Items 12, 
13, or 14 above, furnish verified financial statements of the bank and its subsid- 
iaries such as would be required in a registration statement filed pursuant to this 
Part. In addition, the latest available interim date balance sheet and statement 
of income for the interim period between the end of the last fiscal year and the 
interim balance sheet date, and comparable prior period, shall be furnished. All 
schedules, except Schedule VII—‘“Allowance for Possible Loan Losses” may be 
omitted. 

(b) If action is to be taken with respect to any matter specified in Item 14(b), 
furnish for each person specified therein, other than the bank, financial statements 
such as would be required in a registration statement filed pursuant to this Part. 
In addition, the latest available interim date balance sheet and statement of income 
for the interim period between the end of the last fiscal year and the interim 
balance sheet date, and comparable prior period, shall be furnished. However, 
the following may be omitted: (1) All schedules, except Schedule VII—“Allowance 
for Possible Loan Losses”; and (2) statements for a subsidiary, all of the stock 
of which is owned by the bank, that is included in the consolidated statement of 
the bank and its subsidiaries. Such statements shall be verified, if practicable. 

(c) Notwithstanding paragraphs (a) and (b) above, any or all of such financial 
statements which are not material for the exercise of prudent judgment in regard 
to the matter to be acted upon may be omitted. Such financial statements are 
deemed material to the exercise of prudent judgment in the usual case involving 
the authorization or issuance of any material amount of senior securities, but are 
not deemed material in cases involving the authorization or issuance of common 
stock, otherwise than in an exchange, merger, consolidation, acquisition, or 
similar transaction. 

(d) The statement may incorporate by reference any financial statements con- 
tained in an annual report sent to security holders pursuant to § 335.5(c) with 
respect to the same meeting as that to which the statements relate, provided such 
financial statements substantially meet the requirements of this item. 

Item 16—Action With Respect to Reports. 

If action is to be taken with respect to any report of the bank or of its directors, 
Officers, or committees or any minutes of meetings of its security holders, furnish 
the following information: 

(a) State whether or not such action is to constitute approval or disapproval 
of any of the matters referred to in such reports or minutes. 

(b) Identify each of such matters which it is intended will be approved or 
disapproved, and furnish the information required by the appropriate item or 
items of this schedule with respect to each such matter. 

Item 17—Matters Not Required to Be Submitted. 

If action is to be taken with respect to any matter which is not required to be 
submitted to a vote of security holders, state the nature of such matter, the 
reasons for submitting it to a vote of security holders and what action is intended 
to be taken by the management in the event of a negative vote on the matter by 
the security holders. 

Item 18—Amendments of Charter; Bylaws; or Other Documents. 

If action is to be taken with respect to any amendment of the bank’s charter, 
bylaws, or other documents as to which information is not required above, state 
briefly the reasons for and general effect of such amendment. 

Instruction. Where the matter to be acted upon is the classification of directors 
state whether vacancies which occur during the year may be filed by the board of 
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directors to serve only until the next annual meeting or may be so filled for the 
remainder of the full term. 

Item 19—Other Proposed Action. 

If action is to be taken with respect to any matter not specifically referred to 
above, describe briefly the substance of each such matter in substantially the same 
degree of detail as is required by Items 5 to 18, inclusive, above. 

Item 20—Vote Required for Approval. 

As to each matter which is to be submitted to a vote of security holders, other 
than elections to office or the selection or approval of auditors, state the vote 
required for its approval. 

Item 21—Acquisition or Disposition of Property. 

If action is to be taken with respect to the acquisition or disposition of any 
property, furnish the following information: 

(a) Describe briefly the general character and location of the property. 

(b) State the nature and amount of consideration to be paid or received by the 
issuer or any subsidiary. To the extent practicable, outline briefly the facts bearing 
upon the question of the fairness of the consideration. 

(c) State the name and address of the transferer or transferee, as the case may 
be, and the nature of any material relationship of such person to the issuer or 
any affiliate of the issuer. 

(d) Outline briefly any other material features of the contract or transaction. 

Item 22—Restatement of Accounts. 

If action is to be taken with respect to the restatement of any asset, capital, or 
surplus account of the bank, furnish the following information: 

(a) State the nature of the restatement and the date as of which it is to be 
effective. 

(b) Outline briefly the reasons for the restatement and for the selection of the 
particular effective date. 

(c) State the name and amount of each account (including any reserve ac- 
counts) affected by the restatement and the effect of the restatement thereon. 
Tabular presentation of the amounts shall be made when appropriate, particularly 
in the case of recapitalizations. 

(d) To the extent practicable, state whether and the extent, if any, to which 
the restatement will, as of the date thereof, alter the amount available for dis- 
tribution to the holders of equity securities. 


OPTION DISCLOSURE INSTRUCTION 


The table set forth below is an illustration of the presentation in tabular form 
of the information required by Item 7(d) and Instruction 3(c) to Item 9(d), 
which also applies to Items 10(d) and 11(c). If only Item 7(d) applies and 
Items 9, 10, and 11 are inappropriate, information need only be furnished for 
the period specified in Item 7(d), information as to shares sold may be omitted 
and the reference at the foot of the table to options granted to employees may 
be omitted. See Instruction 4 to Item 7(d). Other tabular presentations are, of 
course, acceptable if they include the necessary data. Tabular presentations may 
not be needed if only a very few options have been granted. 

“The following tabulation shows as to certain directors and officers and as to 
all directors and officers as a group (i) the amount of options granted since the 
beginning of the fifth previous full fiscal year, (ii) the amount of shares acquired 
since that date through the exercise of options granted since that date or prior 
thereto, (iii) the amount of shares sold during such period of the same class as 
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those so acquired, and (iv) the amount of shares subject to all unexercised options 


held as of 
(Insert date) 


All directors 
and officers 
as a group 


John James Richard 


Common shares? : 
Jones Smith Roe 


Granted—196. . to date: 
Number of shares 
Average per share option price $ 
Exercise—196. . to date: 
Number of shares 
Aggregate option price 
of options exercised 
Aggregate market value of shares 
on date options exercised $ 
Sales—196. . to date: 
Number of shares 
Unexercised at 
Number of shares 
Average per share option price $ 


1 All common share figures have been adjusted in accordance with the terms of the 
options to reflect the stock split in 19.. and, where applicable, to give effect to share 


dividends. 
2 Sales by directors and officers who exercised options during the period 19. . to date. 


Norte: In addition, during the period employees were granted options for share 
at an average option price per share of $ 


[€ 69.52] § 335.52 Form for statement in election contests (Form F-6). 


ForM F-6 


STATEMENT IN ELECTION CONTEST 
GENERAL INSTRUCTIONS 


All items shall be answered but the text of any item may be omitted provided 
the answers thereto are prepared in the manner specified in § 335.4(u). If an 
item is inapplicable or the answer is in the negative, so state. The information 
called for by Items 2(a) and 3(a) or a fair summary thereof is required to be 
included in all preliminary soliciting material by § 335.5(i). 

Item 1—Bank. State the name and address of the bank. 

Item 2—Identity and Background of Participant. 

(a) State the following: 

(1) Your name and business address. 

(2) Your present principal occupation or employment and the name, principal 
business, and address of any corporation or other organization in which such 
employment is carried on. 

(b) State the following: 

(1) Your residence address. 
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(2) Information as to all material occupations, positions, offices, or employ- 
ments during the last ten years, giving starting and ending dates of each and the 
name, principal business, and address of any business corporation or other business 
organization in which each such occupation, position, office, or employment was 
carried on. 

(c) State whether or not you are or have been a participant in any other proxy 
contest involving the bank or other corporations within the past ten years. If so, 
identify the principals, the subject matter and your relationship to the parties and 
the outcome. 

(d) State whether or not, during the past ten years, you have been convicted 
in a criminal proceeding (excluding traffic violations or similar misdemeanors) 
and, if so, give dates, nature of conviction, names and location of court, and 
penalty imposed or other disposition of the case. A negative answer to this sub- 
item need not be included in the Statement or other proxy soliciting material. 

Item 3—Interests in Securities of the Bank. 

(a) State the amount of each class of securities of the bank that you own 
beneficially, directly, or indirectly. 

(b) State the amount of each class of securities of the bank that you own of 
record but not beneficially. 

(c) State with respect to the securities specified in (a) and (b) the amounts 
acquired within the past two years, the dates of acquisition and the amounts 
acquired on each date. 

(d) If any part of the purchase price or market value of any of the shares 
specified in paragraph (c) is represented by funds borrowed or otherwise obtained 
for the purpose of acquiring or holding such securities, so state and indicate the 
amount of the indebtedness as of the latest practicable date. If such funds were 
borrowed or obtained otherwise than pursuant to a margin account or bank loan 
in the regular course of business of a bank, broker, or dealer, briefly describe 
the transaction, and state the names of the parties. 

(e) State whether or not you are a party to any contracts, arrangements or 
understandings with any person with respect to any securities of the bank, including 
but not limited to joint ventures, loan or option arrangements, puts or calls, 
guarantees against loss or guarantees of profits, division of losses or profits, or 
the giving or withholding of proxies. If so, name the persons with whom such 
contracts, arrangements, or understandings exist and give the details thereof. 

(f) State the amount of securities of the bank owned beneficially, directly, or 
indirectly by each of your associates and the name and address of each such 
associate. 

(g) State the amount of each class of securities of any parent or subsidiary of 
the bank which you own beneficially, directly, or indirectly. 

Item 4—Further Matters. 

(a) Describe the time and circumstances under which you became a partici- 
pant in the solicitation and state the nature and extent of your activities or pro- 
posed activities as a participant. 

(b) Furnish for yourself and your associates the information required by Item 
7(f) of Form F-5. 

(c) State whether or not you or any of your associates have any arrangement 
or understanding with any person; 

(1) With respect to any future employment by the bank or its affiliates; or 

(2) With respect to any future transactions to which the bank or any of its 
affiliates will or may be a party. If so, describe such arrangement or understand- 
ing and state the names of the parties thereto. 

(d) State the total amount contributed and proposed to be contributed by you 
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in furtherance of the solicitation, directly or indirectly, if such amount exceeds or 
will exceed $500 in the aggregate. 

Item 5—Signature. 

The statement shall be dated and signed in the following manner: 

I certify that the statements made in this statement are true, complete, and cor- 
rect, to the best of my knowledge and belief. 


Instruction. If the statement is signed on behalf of a participant by the latter’s 
authorized representative, evidence of the representative’s authority to sign on be- 
half of such participant shall be filed with the statement. 


[€ 69.53] § 335.53 Form for statement to be filed pursuant to § 335.5(m) of 
Part 335 (Form F-12). 
ForM F-12 
STATEMENT TO BE FILED PURSUANT TO § 335.5(m) OF PART 335 


GENERAL INSTRUCTIONS 


The item numbers and captions of the items shall be included but the text of 
the items may be omitted. The answers to the items shall be so prepared as to 
indicate clearly the coverage of the items without referring to the text of the 


items. Answer every item. If an item is inapplicable or the answer is in the nega- 
tive, so state. 

Item 1—Security and Bank. 

(a) State the title of the class of equity securities to which this statement re- 
lates and the name and address of the bank which issued such securities. 

(b) Identify the tender offer or request or invitation for tenders to which this 
statement relates and state the reasons for the solicitation or recommendation to 
security holders to accept or reject such tender offer, request, or invitation for 
tenders. 

Item 2—Identity and Background. 

(a) State the name and business address of the person filing this statement. 

(b) Describe any arrangement or understanding in regard to the solicitation 
with (i) the bank or the management of the bank or (ii) the maker of the tender 
offer or request or invitation for tender of securities of the class to which this 
statement relates. 

Item 3—Persons Retained, Employed or to Be Compensated. 

Identify any person or class or persons employed, retained or to be compen- 
sated, by the person filing this Form F-12, or by any person on his behalf, to make 
solicitations or recommendations to security holders and describe briefly the terms 
of such employment, retainer or arrangement for compensation. 

Item 4—Material to Be Filed as Exhibits. 

Copies of all solicitations or recommendations to accept or to reject a tender 
offer or request or invitation for tenders of the securities specified in Item 1 shall 
be filed as an exhibit. 

Item 5—Additional Information to Be Furnished. 

Furnish information as to all transactions in the class of securities to which this 
statement relates which were effected during the past 60 days by the bank and its 
subsidiaries and their officers, directors and affiliated persons. 
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SIGNATURE 


I certify that to the best of my knowledge and belief the information set forth 
in this statement is true, complete and correct. 


(Signature) 


If the statement is signed on behalf of a person by an authorized representative, 
evidence of the representative’s authority to sign on behalf of such person shall 
be filed with the statement. 


[{ 69.61] § 335.61 Initial statement of beneficial ownership of equity securities 
(Form F-7). 


§ 335.61 Initial statement of beneficial ownership of equity securities (From F-7). 


see Non, komm weed one Sov aaTD aT ETT 


2 Time of Ceey eomimen 
(gee mhnw w baie nee om ee end 


| 


yer ny 


THT OF CEWTNC al CanCe UiP OF EQUITY SECU Ha, FORe 2), 
’ 


0 het arent wo Norte Ua at Me eerie # 


| 


Satine Bae 


i 
i 
' 
: 
§ 
; 
j 
6 
2 
: 
_ 


Way Stat 


heat 


GENERAL INSTRUCTIONS 


1. Persons Required to File Statements. 

A statement on Form F-7 must be filed in duplicate (a) within 10 days of the 
effective date of the registration of any class of equity securities of a bank pur- 
suant to Section 12 of the Act by every person, whether or not he owns any equity 
securities of the bank, who: (i) is a director (including honorary directors) or 
officer of the bank which is the issuer of such securities or (ii) is directly or in- 
directly the beneficial owner of more than 10 percent of such class, and (b) within 
10 days of becoming so, by every person who thereafter becomes such a beneficial 
owner, director or officer. The term “officer” refers to individuals occupying major 
policy-making roles, including: Chairman of the Board of Directors, Vice Chair- 
man of the Board, Chairman of the Executive Committee, President, Vice Presi- 
dent (except as indicated below), Cashier, Treasurer, Secretary, Comptroller, and 
any other person who participates in major policy-making functions. In some 
banks (particularly banks with officers bearing such titles as “Executive Vice 
President,” “Senior Vice President,” “First Vice President,” or a number of other 
Vice Presidents), some or all Vice Presidents do not participate in major policy- 
making functions. Such persons are not officers for the purposes of this state- 
ment. 
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2. Where Statements Are to Be Filed. 

(a) One manually signed copy of each statement shall be filed with the Fed- 
eral Deposit Insurance Corporation, Washington, D.C. 20429. One manually 
signed copy thereof shall also be filed with each exchange on which any class of 
equity securities of the bank is listed and registered unless the bank has, in ac- 
cordance with § 335.6(a)(3), designated a single exchange to receive such 
statements. 

(b) Statements are not deemed to be filed with the Corporation or an exchange 
until they are actually received by the Corporation or exchange. 

3. Separate Statement for Each Bank. 

A separate statement shall be filed with respect to the equity securities of each 
bank. 

4. Date as of Which Information Is to Be Given. 

Information as to the amount of securities beneficially owned, including those 
subject to puts, calls, options, warrants, etc., shall be given as of the date on-which 
the event occurred which requires the filing of the statement on this form. 

5. Relationship of Reporting Person to Bank. 

Indicate clearly the relationship of the reporting person to the bank by check- 
ing the appropriate box(es), i.e., Director, Officer, 10 percent Owner in Item 8 of 
the statement. 

6. Title of Equity Securities and Classes of Securities to Be Reported. 

The statement of the title of any equity security should clearly distinguish it 
from any securities of other classes issued by the bank. Persons specified in In- 
struction 1, above, shall include information as to their beneficial ownership of all 
classes of equity securities of the bank, even though one or more of such classes 
may not be registered pursuant to Section 12 of the Act. 

7. Statement Required Although No Securities Are Owned. 

If any person required to file a statement on this form does not own any securi- 
ties required to be reported, a statement on this form shall be filed to report that 
fact. 

8. Reporting of Conversion Feature Cases. 

(a) When two or more securities are owned as a unit, such as debentures and 
transferable warrants to purchase common stock, report each security separately 
and describe the unit relationship in the “Comments” space of the statement. If 
one or more of the securities comprising the unit is not required to be reported, 
the other security or securities shall be reported separately and the unit relation- 
ship described as indicated above. 

(b) In reporting the ownership of a convertible security or a transferable war- 
rent, the number of shares or units subject to the conversion privilege and the con- 
version or exercise price per share or unit shall be set forth in the “Comments” 
space. Transferable warrants issued by the issuer of the security subject to the 
warrants shall be reported in the body of the statement (in which case the exercise 
price and date of expiration of the warrant shall be reported in the “Comments” 
space). 

(c) Securities owned indirectly shall be reported on separate lines from those 
owned directly and also from those owned through a different type of indirect 
ownership. 

9. Statement of Amounts of Securities. 

In stating amounts of securities in Item 10 of the statement, give the face 
amount of debt securities or the number of shares or other units of other securi- 
ties. In the case of securities owned beneficially through a spouse, realtive or 
other natural person, or through a partnership, corporation, trust or other entity, 
the entire amount of securities owned by such natural person, partnership, cor- 
poration, trust or other entity shall be stated. The person whose ownership is re- 
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ported may, if he so desires, also indicate in a footnote or other appropriate man- 
ner, the extent of his interest in the holdings of the partnership, corporation, trust 
or Other entity through which securities are beneficially owned. 

10. Nature of Ownership of Securities. 

(a) In reporting the nature of beneficial ownership of securities, check the ap- 
propriate column in Item 11 of the statement. If they are owned indirectly, state 
the nature of such indirect ownership in Item 12 of the statement; for example, 
“By self as trustee for sons,” “By Wife,” “By X Trust,” “By Y Corporation,” etc. 
If the securities are owned directly and other securities are owned indirectly, the 
required information shall be furnished separately for each type of ownership. 
Each type of indirect ownership is to be reported on a separate line. Securities 
held as joint tenants, tenants in common, tenants by the entirety or as community 
property are to be reported as held directly. 

(b) Beneficially owned securities held in the name of the reporting person or in 
the name of a bank, broker or nominee for the account of the reporting person 
shall be reported as directly owned by him. A person is regarded as the indirect 
beneficial owner of securities held in the name of another person if, by reason of 
any contract, understanding, relationship, including a family relationship, or ar- 
rangement, such person obtains therefrom benefits substantially equivalent to those 
of ownership. For example, a person may be the indirect beneficial owner of 
securities held in the name of a spouse, relative or other person if such person 
may obtain therefrom benefits substantially equivalent to those of ownership. A 
person may also be the indirect beneficial owner of securities held in the name 
of a partnership, corporation, trust or other entity if such person or a spouse or 
relative of such person, individually or collectively, may exercise a controlling 
influence over the purchase, sale or voting of such securities. 

11. Transferable Warrants, Puts, Calls, Options and Other Rights. 

Transferable warrants, options, puts, and calls, any combination of puts and 
calls, such as spreads, straddles, strips and straps (all hereinafter referred to as 
options), should be reported in the “Comments” space. Title of securities subject 
to the option, the nature of the option, the amount of securities subject to the 
option (see Instruction 9), the purchase or sale price of the securities subject to 
the options and the date of expiration of the option shall be stated. In reporting 
the nature of the option, state whether it represents a right to buy, a right to sell, 
an obligation to buy or an obligation to sell, the securities subject to the option. 
If a warrant is not presently exercisable, state the price at which it will first be- 
come exercisable. If a warrant, put, call or option is exercisable at various in- 
creasing prices, state the price at which it is presently exercisable. 

12. Inclusion of Additional Information. 

A statement may include any additional information or explanation deemed 
relevant by the person filing the statement. If additional space is necesesary for 
explanation, attach a separate sheet to the form. 

13. Signature. 

If the statement is filed for a corporation, partnership, trust or other entity, the 
name of the organization shall appear over the signature of the officer or other 
person authorized to sign the statement. If the statement is filed for an individual, 
it shall be signed by him or specifically on his behalf by a person authorized to 
sign for him. If signed on his behalf by another person, the authority of such per- 
son to sign the statement shall be confirmed to the Corporation in writing as soon 
as practicable by the individual for whom the statement is filed, unless such a 
confirmation which is still in effect is on file with the Corporation. 
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[{ 69.62] § 335.62 Statement of changes in beneficial ownership of equity se- 
curities (Form F-8). 


=A Statement of changes in beneficial ownership of equity securities (Form 
). 
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GENERAL INSTRUCTIONS 


1. Persons Required to File Statements. 

(a) A statement on Form F-8 is to be filed in duplicate on or before the 10th 
day after the end of each month in which any change in beneficial ownership has 
occurred, by every person (1) who at any time during any calendar month was: 
(i) directly or indirectly the beneficial owner of more than 10 percent of any class 
of equity securities of a bank registered pursuant to Section 12 of the Act or (ii) 
a director (including honorary directors) or officer of the bank which is the 
issuer of such securities, and (2) who during such month had any change in the 
nature or amount of his beneficial ownership of any class of equity securities of 
such bank. The term “officer” means a Chairman of the Board of Directors, Vice 
Chairman of the Board, Chairman of the Executive Committee, President, Vice 
President (except as indicated in the next sentence), Cashier, Treasurer, Secretary, 
Comptroller, and any other person who participates in major policy-making func- 
tions of the bank. In some banks (particularly banks with officers bearing titles 
such as Executive Vice President, Senior Vice President, or First Vice President, 
as well as a number of “Vice Presidents”), some or all “Vice Presidents” do not 
participate in major policy-making functions. Such persons are not officers for the 
purpose of this statement. 

(b) Not more than one report need be filed to report any holdings of a bank’s 
securities or with respect to any transaction in such securities held by a trust, re- 
gardless of the number of officers, directors, or 10 percent stockholders who are 
either trustees, settlors, or beneficiaries of a trust if the report filed discloses the 
names of all trustees, settlors, and beneficiaries who are officers, directors, or 10 
percent stockholders. A person having an interest only as a beneficiary of a trust 
shall not be required to file any such report so long as he relies in good faith upon 
an understanding that the trustees of such trust will file whatever reports might 
otherwise be required of such beneficiary. 

2. Where Statements Are to Be Filed. 

(a) One manually signed copy of each statement shall be filed with the Federal 
Deposit Insurance Corporation, Washington, D.C. 20429. One manually signed 
copy thereof shall also be filed with each exchange on which any class of equity 
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securities of the company is listed and registered unless the bank has, in accord- 
ance with § 335.6(a) (3), designated a single exchange to receive statements. 

(b) Statements are not deemed to be filed with the Corporation or an exchange 
until they are actually received by the Corporation or exchange. 

3. Separate Statement for Each Bank. A separate statement shall be filed with 
respect to the equity securities of each bank. 

4. Relationship of Reporting Person to Bank. Indicate clearly the relationship 
of the reporting person to the bank by checking the appropriate box(es), i.e., 
Director, Officer, 10 percent Owner, in Item 8 of the statement. 

5. Title of Equity Securities and Classes of Securities to Be Reported. 

The statement of the title of an eqnuity securitiy should clearly distinguish it 
from any securities of other classes issued by the bank. Persons reporting pursuant 
to Section 16(a) of the Act shall include information as to changes in the amount 
of securities beneficially owned, changes in the nature of beneficial ownership, and 
the amount of their beneficial ownership at the end of the month of all classes 
of equity securities of the bank even though one or more of such classes may 
not be registered pursuant to Section 12 of the Act. 

6. All Transactions to Be Reported. 

Every transaction shall be reported even though acquisitions and dispositions 
during the month are equal, or the change involves only the nature of ownership, 
such as a change from indirect ownership through a trust or corporation to direct 
ownership by the reporting person. 

7. Reporting of Transactions. 

(a) In reporting the acquisition or disposition of a convertible security or a 
transferable warrant, the number of shares or units subject to the conversion 
privilege or warrant and the conversion or exercise price per share or unit shall 
be set forth in the “Comments” space. When a convertible security is converted 
or a warrant is exercised, the amount of securities acquired as a result of such 
conversion or exercise shall be reported and, in addition, the disposition of the 
convertible security or warrant shall be reported as a separate transaction. 

(b) The acquisition, disposition, exercise, or expiration or cancellation of a put, 
call, option or other right or obligation to buy or sell securities (all hereinafter 
referred to as options) is deemed to effect a change in beneficial ownership of the 
security to which the option relates and shall be reported in the “Comments” 
space. If the option is exercised, the transaction shall be reported in the “Com- 
ments” space and the acquisition or disposition of the security subject to the 
warrants shall be reported in the body of the statement. Transferable warrants 
issued by the issuer of the security subject to the warrants shall be reported (in 
which case the exercise price and date of expiration of the warrant shall be 
reported in the “Comments” space). 

8. Date of Transaction. 

In giving the dates required, the month, day and year shall be given. Dates 
may be abbreviated; for example, January 9, 1975, may be expressed as 1/9/75. 
The date shall be set forth opposite the transaction to which it relates. In the 
case of market transactions, the trade date shall be given and in the case of stock 
splits, stock dividends, etc., the record date shall be given. 

9. Character of Transaction. 

(a) In reporting the character of a transaction in Item 11 of the statement, 
select the category below which most clearly states the character of the trans- 
action reported: 


A. Open Market Purchase 
B. Open Market Sale 
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Private Purchase 
Private Sale 

Acquired by Inheritance 
Disposed of by Bequest 
Stock Split 

Exercise of Options 
Exchange or Conversion 
Exercise of Rights 
Acquired by Gift 
Disposed of by Gift 
Redeemed (called, matured, retired) 
Stock Dividend 

Exercise of Warrants 
Other (specify) 


POZSMAGH TOMA 


(b) In reporting the character of option type transactions in the “Comments” 
space, select the category below which most closely states the character of the 
transaction reported: 

Purchase of Put or Call 

Sale of Put or Call 

Exercise of Put or Call 
Expiration of Put or Call 
Cancellation of Put or Call 
Acquisition of Other Option 
Disposition of Other Option 
Exercise of Other Option 
Expiration of Other Option 
Cancellation of Other Option 

(c) If the transaction was with the bank, so state. 

10. Statement of Amounts of Securities. 

In stating amounts of securities in Items 12, 13, 14 and 16 of the statement, 
and in the “Comments” space, give the face amount of convertible debt securities 
or the number of shares of stock or or other units of other securities. In Item 12 
of the statement, indicate the total number of shares of each security reported 
on the last statement at the beginning of the month. In the case of securities 
owned beneficially through a spouse, relative or other natural person, or through 
a partnership, corporation, trust or other entity, the entire amount of securities 
involved in the transaction or owned by such natural person, partnership, corpora- 
tion, trust or other entity shall be stated. The person whose ownership is reported 
may, if he so desires, also indicate in a footnote or other appropriate manner, 
the extent of his interest in the transaction or holdings of the partnership, corpora- 
tion, trust or other entity through which securities are benefically owned. 

11. Nature of Ownership of Securities. 

(a) In reporting the nature of ownership of securities, check the appropriate 
column in Item 17 of the statement. If they are owned indirectly, state the nature 
of such indirect ownership in Item 18 of the statement; for example, “By self as 
trustee for sons,” “By wife,” “By X Trust,” “By Y Corporation,” etc. If the 
securities are owned directly and other securities are owned indirectly, the re- 
quired information shall be furnished separately for each type of ownership. 
Each type of indirect ownership is to be reported on a separate line. Securities 
held as joint tenants, tenants in common, tenants by the entirety or as community 
property are to be reported as held directly. 

(b) Beneficially owned securities held in the name of the reporting person or 
in the name of a bank, broker or nominee for the account of the reporting person 
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shall be reported as directly owned by him. A person is regarded as the indirect 
beneficial owner of securities held in the name of another person if by reason of 
any contract, understanding, relationship, including a family relationship, or ar- 
rangement, such person obtains therefrom benefits substantially equivalent to those 
of ownership. For example, a person may be the indirect beneficial owner of 
securities held in the name of a spouse, a relative or other person if such person 
may obtain therefrom benefits substantially equivalent to those of ownership. A 
person may also be the indirect beneficial owner of securities held in the name 
of a partnership, corporation, trust or other entity if such person or a spouse or 
relative of such person, individually or collectively, may exercise a controlling 
influence over the purchase, sale or voting of such securities. 

12. Purchase or Sale Price of Securities. 

(a) If any transaction reported involved a purchase or sale of securities for 
cash or an obligation to pay cash, including the exercise of an option state in 
Item 15 the purchase price per share or other unit exclusive of brokerage com- 
missions or other costs of execution. If the transaction was only partly for cash 
and partly for other consideration, state the amount of cash per share or other 
unit and the nature of the additional consideration. If the transaction does not 
involve cash, describe the nature of the consideration given. 

(b) If an option reported in the “Comments” space is exercisable at varying 
increasing prices, state in Item 15 the price at which it is presently exercisable. 

13. Beneficial Ownership at End of Month. 

Beneficial ownership at the end of the month of all accounts required to be 
reported shall be shown even though there has been no change during the month 
in the ownership of securities of one or more classes or accounts. For example, 
a person reporting a transaction relating to common stock shall, in addition to 
providing all the required information relating to such transaction, report the 
amount of preferred stock, convertible debentures, etc., owned at the end of the 
month. In addition, any options owned at the end of the month should be 
reported in the “Comments” space. 

14. Transferable Warrants, Puts, Calls, Options and Other Rights—“Comments” 
Space. 

Transferable warrants, options, “puts” and “calls,” any combination of “puts” 
and “calls,” such as spreads, straddles, strips and straps (all hereinafter referred 
to as options), should be reported in the “Comments” space of the form. Title 
of securities subject to the option, the nature of the option, the date of the trans- 
action (see Instruction 8), the amount of securities subject to the option (see 
Instruction 10), the purchase or sale price of the securities subject to the option, 
the character of the transaction (see Instruction 9), and the date of expiration of 
the option shall be stated. In reporting the nature of the option state whether it 
represents a right to buy, a right to sell, an obligation to buy or an obligation to 
sell, the securities subject to the option. If the warrant is not presently exercisable, 
state the price at which it will first become exercisable. If a warrant, put, call 
or option is exercisable at various increasing prices, state the price at which it 
is presently exercisable. 

15. Inclusion of Additional Information. 

A statement may include any additional information or explanation deemed 
relevant by the person filing the statement. If additional space is needed, attach 
a separate sheet to the form. 

16. Signature. 

If the statement is filed for a corporation, partnership, trust, etc., the name of the 
organization shall appear over the signature of the officer or other person autho- 
rized to sign the statement. If the statement is filed for an individual, it shall be 
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signed by him or specifically on his behalf by another person, the authority of such 
person to sign the statement shall be confirmed to the Corporation in writing as 
soon as practicable by the individual for whom the statement is filed, unless such 
a confirmation which is still in effect is on file with the Corporation. 


[€ 69.71] § 335.71 Forms for financial statements (Forms F-9 A, B, C, D 
and E). 
ForRM F-9—FINANCIAL STATEMENTS 


Balance Sheet (Form F-9A). 

Statement of Income (Form F-9B). 

Statement of Changes in Capital Accounts (Form F-9C). 
Schedules (Form F-9D). 

Schedules (Form F-9E). 


GENERAL INSTRUCTIONS 


1. Preparation of Forms. 

The forms for financial statements are not to be used as blank forms to be filled 
in but only as guides in the preparation of financial statements. The requirements 
with respect to the filing of balance sheets and statements of income are contained 
in the instructions as to certain other forms required by this Part. Particular 
attention should be given to the general requirements as to financial statements 
in § 335.7, including paragraphs (g) and (i) thereof, which prescribe when 
statements of changes in capital accounts and schedules will be filed. Although 
inapplicable items specified in the forms for financial statements should be omitted, 
the detailed instructions that relate to applicable items shall be followed. 

2. Accrual Accounting. 

Financial statements shall generally be prepared on the basis of accrual account- 
ing whereby all revenues and all expenses shall be recognized during the period 
earned or incurred regardless of the time received or paid, with certain excep- 
tions: (a) Where the results would be only insignificantly different on a cash 
basis, or (b) where accrual is not feasible. Statements with respect to the first 
fiscal year that a bank reports on the accrual basis shall indicate clearly, by foot- 
note or otherwise, the beginning of year adjustments that were necessary and their 
effect on prior financial statements filed under this Part. 


(Name of Bank) 


A. BALANCE SHEET 
Assets 


. Cash and due from banks 
Investment securities: 
(a) U.S. Treasury securities 
(b) Securities of other U.S. Government agencies 
and corporations 
(c) Obligations of States and political subdivisions 
(d) Other securities 
. Trading account securities 
Federal funds sold and securities purchased under 
agreements to resell 
. Other loans 
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. Bank premises and equipment 

. Other real estate owned 

. Investments in subsidiaries not consolidated 
. Customers’ acceptance liability 

. Other assets 

. Total assets 


Liabilities 

. Deposits: 
(a) Demand deposits in domestic offices 
(b) Savings deposits in domestic offices 
(c) Time deposits in domestic offices 
(d) Deposits in foreign offices 

. Federal funds purchased and securities sold under 
agreements to repurchase 

. Other liabilities for borrowed money 

. Bank’s acceptances outstanding 

. Mortgages payable 

. Other liabilities 


Reserves 


Allowance for possible loan losses 


Capital accounts 


. Capital notes and debentures 
. Equity capital: 
(a) Capital stock: 
Preferred stock 
Common stock 
(b) Surplus 
(c) Undivided Profits 
(d) Reserve for contingencies and 
other capital reserves 
. Total capital accounts 
24. Total liabilities, minority interests, reserves, and capital 


ASSETS 


1. Cash and due from banks. (a) State the total of (1) currency and coin (A) 
owned and held in the bank’s vaults and (B) in transit to or from a Federal Re- 
serve Bank; (2) the bank’s total reserve balance with the Federal Reserve Bank as 
shown by the bank’s books; (3) demand and time balances with other banks; and 
(4) cash items in process of collection. 

(b) Reciprocal demand balances with banks in the United States, except those 
of private banks and American branches of foreign banks, shall be reported net. 

(c) Do not include unavailable balances with closed or liquidating banks. Such 
balances should be reported in “other assets.” 

(d) Cash items in process of collection include: (1) checks in process of col- 
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lection drawn on another bank, private bank, or any other banking institution that 
are payable immediately upon presentation (including checks with a Federal Re- 
serve Bank in process of collection and checks on hand that will be presented for 
payment or forwarded for collection on the following business day); (2) Govern- 
ment checks and warrants drawn on the Treasurer of the United States that are in 
process of collection; and (3) such other items in process of collection, including 
redeemed U.S. savings bonds, payable immediately upon presentation in the United 
States, as are customarily cleared or collected by banks as cash items. 

(e) Checks drawn on a bank other than the reporting bank that have been de- 
posited in the reporting bank (or offices or branches of such bank) and have been 
forwarded for collection to other offices or branches of the reporting bank are cash 
items in the process of collection. 

(f) Do not include commodity or bill-of-lading drafts payable upon arrival of 
goods against which drawn, whether or not deposit credit therefor has been given 
to a customer. If deposit credit has been given, such drafts should be reported as 
“loans”; but if the drafts were received by the reporting bank on a collection basis 
they should not be included in the reporting bank’s statement until such time as 
the funds have been actually collected. 

(g) Unposted debits should preferably be deducted from the appropriate de- 
posit liability caption. If such items are included hereunder, the amount shall be 
stated parenthetically. 

2. Investment securities. (a) State separately book value of (1) U.S. Treasury 
securities; (2) securities of other U.S. Government agencies and corporations; (3) 
obligations of States and political subdivisions; and (4) other securities owned by 
the bank; include securities pledged, loaned or sold under repurchase agreements 
and similar arrangements. 

(b) The aggregate amount on the basis of fair market value at the balance sheet 
date shall be shown either parenthetically on the balance sheet or a reference note 
for each category of investment securities reported under Caption 2 of each balance 
sheet required to be filed. 

(c) Book value with respect to investment quality securities reported in para- 
graph (a) shall be cost adjusted for amortization of premium and, at the option 
of the bank, for accretion of discount. There shall be set forth in a note to financial 
statements (1) the basis of accounting for book value, and (2) if bond discount is 
systematically accrued and amounts to five percent or more of interest and divi- 
dends on investments, the total of accretion income and deferred income taxes 
applied thereto. 

(d) Include in category (3) of paragraph (a) obligations, including warrants 
and tax anticipation notes, of the States of the United States and their political sub- 
divisions, agencies, and instrumentalities; also obligations of territorial and in- 
sular possessions of the United States. Do not include obligations of foreign states. 

(e) Do not include borrowed securities, or securities purchased under resale 
agreements or similar arrangements. 

3. Trading account securities. State the aggregate value at the balance sheet 
date of securities of all types carried by the bank in a dealer trading account (or 
accounts) that are held principally for resale to customers. Indicate parentheti- 
cally, or otherwise in a note to financial statements, whether the inventory is valued 
at (1) cost, (2) lower of cost or market, or (3) market. If cost basis of valuation 
is used, furnish aggregate market value of the trading account inventory at the cur- 
rent fiscal year balance sheet date. 

4. Federal funds sold and securities purchased under agreements to resell. (a) 
State the aggregrate value of Federal funds sold and securities purchased under 
resale agreement or similar arrangements. All securities purchased under trans- 
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actions of this type should be included regardless of (1) whether they are called 
simultaneous purchases and sales, buybacks, turnarounds, overnight transactions, 
delayed deliveries, etc., and (2) whether the transactions are with the same or 
different institutions if the purpose of the transactions is to resell identical or 
similar securities. 

(b) Federal funds sold and purchases of securities under resale agreements 
should be reported gross and not netted against purchases of Federal funds and 
sales of securities under repurchase agreements. 

5. Other Loans. (a) State the aggregrate gross value of all loans including 
(1) acceptances of other banks and commercial paper purchased in the open 
market; (2) acceptances executed by or for the account of the reporting bank 
and subsequently acquired by it through purchase or discount; (3) customers’ 
liability to the reporting bank on drafts paid under letters of credit for which 
the bank has not been reimbursed; and (4) “cotton overdrafts” or “advances,” 
and commodity or bill-of-lading drafts payable upon arrival of goods against 
which drawn, for which the reporting bank has given deposit credit to customers. 

(b) Include (1) paper rediscounted with the Federal Reserve or -other banks; 
and (2) paper pledged as collateral to secure bills payable, as marginal collateral 
to secure bills rediscounted, or for any other purpose. 

(c) Do not include contracts of sale or other loans indirectly representing bank 
premises or other real estate; these should be included in “bank premises” or 
“other real estate.” 

(d) Do not deduct bona fide deposits accumulated by borrowers for the pay- 
ment of loans. 

6. Bank premises and equipment. (a) State the aggregate cost of (1) bank 
premises owned, (2) leasehold improvements, and (3) equipment less any accu- 
mulated depreciation or amortization with respect to such assets. 

(b) All fixed assets acquired subsequent to December 31, 1959, shall be stated 
at cost less accumulated depreciation or amortization. 

(c) All fixed assets acquired prior to January 1, 1960, that are not presently 
accounted for by the bank on the basis of cost less accumulated depreciation or 
amortization, may be stated at book value. Any such assets that are still in use 
and would not have been fully depreciated on an acceptable method of accounting 
for depreciation if the bank had recorded depreciation on such basis shall be de- 
scribed briefly in a footnote, together with an explanation of the accounting that 
was used with respect to such assets. 

(d) The term “leasehold improvements” comprehends two types of situations: 
(1) Where the bank erects a building on leased property; and (2) where a bank 
occupies leased quarters or uses leased parking lots and appropriately capitalizes 
disbursements for vaults, fixed machinery and equipment directly related to such 
leased quarters, or resurfacing or other improvements directly related to such 
parking lots that will become an integral part of the property and will revert to 
the lessor on expiration of the lease. 

(e) Bank premises includes vaults, fixed machinery and euipment, parking lots 
owned adjoining or not adjoining the bank premises that are used by customers 
or employees, and potential building sites. 

(f) Equipment includes all movable furniture and fixtures of the bank. 

7. Other real estate owned. (a) State the aggregate cost of all real estate owned 
by the bank that is not a part of bank premises. 

(b) With respect to real estate acquired through default of a loan, aggregate 
cost shall include the unpaid balance on the defaulted loan plus the bank’s out- 
of-pocket costs in acquiring clear title to the property. Any adjustments from 
aggregate cost shall be explained in a footnote. 

(c) The aggregate market value of all real estate owned by the bank that is not 





§ 69.71 REGULATIONS—12 C.F.R. PT. 335 1-344 


a part of bank premises shall be set forth in a footnote, together with an explana- 
tion of the method of determining such market value. 

8. Investments in subsidiaries not consolidated. State the aggregate investment, 
including advances, in subsidiaries not consolidated. 

9. Customers’ acceptance liability. (a) State the liability to the reporting bank 
of its customers on drafts and bills of exchange that have been accepted by the re- 
porting bank or by other banks for its account and that are outstanding—that is, 
not held by the bank, on the reporting date. (If held by the reporting bank, they 
should be reported as “loans.”’) 

(b) In case a customer anticipates his liability to the bank on outstanding ac- 
ceptances by paying the bank either the full amount of his liability or any part 
thereof in advance of the actual maturity of the acceptance, the bank should de- 
crease the amount of the customer’s liability on outstanding acceptances. If such 
funds are not received for immediate application to the reduction of the indebted- 
ness to the bank or the receipt thereof does not immediately reduce or extinguish 
the indebtedness, then such funds held to meet acceptances must be reported in 
“demand deposits.” 

(c) Do not include customer’s liability on unused commercial and travelers’ 
letters of credit issued under guaranty or against the deposit of security—that is, 
not issued for money or its equivalent. 

10. Other assets. State separately, if material, (1) income earned but not col- 
lected; (2) prepaid expenses; (3) property acquired for the purpose of direct 
lease financing; and (4) any other asset not included in the preceding items. 

11. Total assets. State the sum of all asset items. 


LIABILITIES 


12. Deposits. (a) State separately (1) demand deposits in domestic offices of 
the bank, (2) savings deposits in domestic offices of the bank, (3) time deposits 
in domestic offices of the bank, and (4) deposits in foreign offices. Related un- 
posted debits, if any, should preferably be deducted from domestic deposits. 

(b) The domestic deposit liability categories shall be segregated in accordance 
with the Rules and Regulations of the Federal Deposit Insurance Corporation, 
Part 327.2, Classification of Deposits. 

(c) The term “unposted debit” means a cash item in the bank’s possession 
drawn on itself that has been paid or credited and is chargeable against, but has 
not been charged against, deposit liabilities at the close of the reporting period. 
This term does not include items that have been reflected in deposit accounts on 
the general ledger, although they have not been debited to individual dposit 
accounts. 

(d) Reciprocal demand deposit balances with banks in the United States, 
except those of private banks and American branches of foreign banks, shall be 
reported net. 

(e) Include outstanding drafts (including advices or authorizations to charge 
the bank’s balance in another bank) drawn in the regular course of business by 
the reporting bank on other banks pursuant to customer order. 

(f) Do not include trust funds held in the bank’s own trust department that 
the bank keeps segregrated and apart from its general assets and does not use in 
the conduct of its business. 

13. Federal funds purchased and securities sold under agreements to repur- 
chase. (a) State the aggregate value of Federal funds purchased and securities 
sold under repurchase agreements or similar arrangements. All securities sold 
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under transactions of this type should be included regardless of (1) whether they 
are called simultaneous purchases and sales, buybacks, turnarounds, overnight 
transactions, delayed deliveries, etc., and (2) whether the transactions are with 
the same or different institutions if the purpose of the transactions is to repur- 
chase identical or similar securities. 

(b) Federal funds purchased and sales of securities under repurchase agree- 
ments should be reported gross and not netted against sales of Federal funds and 
purchases of securities under resale agreements. 

14. Other liabilities for borrowed money. State the aggregate amount borrowed 
by the reporting bank on its own promissory notes, on notes and bills rediscounted 
(including commodity drafts rediscounted), or on any other instruments given 
for the purpose of borrowing money. 

15. Bank’s acceptances outstanding. (a) State the aggregate of unmatured 
drafts and bills of exchange accepted by the reporting bank, or by some other 
bank as agent for the reporting bank (other than those reported in “demand 
deposits”), less the amount of such acceptances acquired by the reporting bank 
through discount or purchase and held on the reporting date. 

(b) Include bills of exchange accepted by the reporting bank that were drawn 
by banks or bankers in foreign countries, or in the dependencies or insular pos- 
sessions of the United States, for the purpose of creating dollar exchange as 
required by usage of trade in the respective countries, dependencies, or insular 
possessions. 

16. Mortgages payable. (a) State separately here, or in a note referred to 
herein, such information as will indicate (1) the general character of the debt 
including the rate of interest; (2) the date of maturity; (3) if the payment of 
principal or interest is contingent, an appropriate indication of such contingency; 
and (4) a brief indication of priority. 

(b) If there are any liens on bank premises or other real estate owned by the 
bank or its consolidated subsidiaries which have not been assumed by the bank 
or its consolidated subsidiaries, report in a footnote the amount thereof together 
with an appropriate explanation. 

17. Other liabilities. State separately, if material, (a) accrued payrolls; (b) 
accrued income tax liability (Federal and State combined); (c) accrued interest; 
(d) cash dividends declared but not paid; (e) income collected but not earned; 
and (f) any other liability not included in Items 12 through 16. 

18. Total liabilities. State the sum of Items 12 through 17. 

19. Minority interests in consolidated subsidiaries. State the aggregate amount 
of minority stockholders’ interests in capital stock, surplus, and undivided profits 
of consolidated subsidiaries. 


RESERVES 


20. Allowance for possible loan losses. (a) State the balance of the loan loss 
allowance account at the end of the fiscal year. Include in this allowance only 
(1) any provision that the bank makes for possible loan losses pursuant to the 
Treasury tax formula and (2) any amount in excess of the provision taken under 
such formula that (A) represents management’s judgment as to possible loss or 
value depreciation and (B) has been established through a charge against income. 

(b) Any provision for possible loan losses that the bank establishes as a 
precautionary measure that is in excess of the amount reported in paragraph (a) 
shall not be included in this allowance but shall be reported as a contingency 
reserve—that is, as a segregration of undivided profits. 
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CAPITAL ACCOUNTS 


21. Capital notes and debentures. State separately here, or in a note referred 
to herein, each issue or type of obligation and such information as will indicate 
(a) the general character of each type of debt including the rate of interest; (b) the 
date of maturity (or dates if maturing serially) and call provisions; (c) the 
aggregate amount of maturities, and sinking fund requirements, each year for the 
five years following the date of the balance sheet; (d) if the payment of principal 
or interest is contingent, an appropriate indication of the nature of the contingency; 
(e) a brief indication of priority; and (f) if convertible, the basis. 

22. Equity capital. (a) Capital stock. State for each class of shares the title 
of issue, the number of shares authorized, the number of shares outstanding and 
the capital share liability thereof, and, if convertible, the basis of conversion. Show 
also the dollar amount, if any, of capital shares subscribed but unissued, and of 
subscriptions receivable thereon. 

(b) Surplus. State the net amount formally transferred to the surplus account 
on or before the reporting date. 

(c) Undivided profits. State the amount of undivided profits shown by the 
bank’s books. 

(d) Reserve for contingencies and other capital reserves. 

(1) State separately each such reserve and its purpose. 

(2) These reserves constitute amounts set aside for possible decrease in the 
book value of assets, or for other unforeseen indeterminable liabilities not other- 
wise reflected on the bank’s books and not covered by insurance. 

(3) As these reserves represent a segregation of undivided profits, do not in- 
clude any elements of known losses, or losses the amount of which can be 
estimated with reasonable accuracy. 

(4) Reserves for possible security losses, reserves for possible loan losses, and 
other contingency reserves that are established as precautionary measures only 
shall be included in these reserves, as they repreesnt segregrations of “undivided 
profits.” 

23. Total capital accounts. State the total of Items 21 and 22. 

24. Total liabilities; minority interests; reserves and capital. State the total of 
Items 18, 19, 20, and 23. 





(Name of Bank) 


B. STATEMENT OF INCOME 


1. Operating Income: 
(a) Interest and fees on loans 
(b) Income on Federal funds sold and securities purchased under 
agreements to resell 

(c) Interest and dividends on investments: 
. U.S. Treasury securities 
. Securities of other U.S. Government agencies and 

corporations 

. Obligations of States and political subdivisions 
. Other securities 

(d) Trust department income 
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(e) Service charges on deposit accounts 
(f) Other service charges, collection and exchange charges, com- 
missions, and fees 
(g) Other operating income 
(h) Total operating income 
2. Operating expenses: 
(a) Salaries and wages 
(b) Pensions and other employee benefits 
(c) Interest on deposits 
(d) Expense of Federal funds purchased and securities sold under 
agreements to repurchase 
(e) Interest on other borrowed money 
(f) Interest on capital notes and debentures 
(g) Occupancy expense of bank premises, net: 
Gross occupancy expense 
Less: Rental Income 
(h) Furniture and equipment expense (including depreciation of 
Aa eres 
(i) Provision for loan losses 
(j) Other operating epenses 
(k) Total operating expenses 
. Income before income taxes and securities gains (losses) 
. Applicable income taxes 
. Income Before Securities Gains (losses) 
. Net Security Gains (losses), less related tax effect, $ nad 
. Income before equity in earnings of unconsolidated subsidiaries and 
50-percent-owned persons 
. Equity in earnings of unconsolidated subsidiaries and 50 percent- 
owned persons 
. Income (before Extraordinary Items, if any) 
. Extraordinary Items, less related tax effect, $ 
. Cumulative effects of changes in accounting principles 
. Less minority interest in consolidated subsidiaries 
. Net Income 
Earnings per common share $ 
Income before securities gains (losses) 
Net Income 


1. Operating income. State separately: 

(a) Interest and fees on loans. 

(1) Include interest, fees and other charges on all assets that are reported on 
the balance sheet as other loans. 

(2) Include interest on acceptances, commercial paper purchased in the open 
market, drafts for which the bank has given deposit credit to customers, etc. 
Also include interest on loan paper that has been rediscounted with Federal 
Reserve or other banks or pledged as collateral to secure bills payable or for any 
other purpose. 

(3) Include service charges and other fees on loans. 


1 The per share amount of securities gains (losses) may be stated separately. If extra- 
ordinary items are reported, per share amount of income before extraordinary items and 
per share amount of extraordinary items shall be stated separately. 
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(4) Include profits (or losses) resulting from the sale of acceptances and 
commercial paper at discount rates other than those at which such paper was 
purchased. 

(5) Current amortization or premiums on mortgages or other loans shall be 
deducted from interest on loans and current accumulation of discount on such 
items shall be added to interest on loans. 

(b) Income on Federal funds sold and securities purchased under agreements 
to resell. Include the total gross revenue from Federal funds sold and securities 
purchased under agreements to resell. 

(c) Interest and dividends on investments. 

(1) State separately interest and dividends from (A) U.S. Treasury securities, 
(B) securities of other U.S. Government agencies and corporations, (C) obliga- 
tions of States and political subdivisions, and (D) other securities owned by the 
bank, including securities pledged, loaned or sold under repurchase agreements 
and similar arrangements. 

(2) Include accretion of discount on securities, if any; deduct amortization of 
premiums on securities. If the reporting bank accrues bond discount and such 
income amounts to five percent or more of the total of interest and dividends on 
investments, state in a note to financial statements, the amount of accretion 
income and deferred income taxes applicable thereto. 

(3) When securities are purchased, any payment for accrued interest shall not 
be charged to expenses, nor when collected be credited to earnings. Such interest 
shall be charged to a separate account that will be credited upon collection of 
the next interest payment. The balance in the account shall be shown as “Other 
assets” in the balance sheet. 

(d) Trust department income. (1) Include income from commissions and 
fees for services performed by the bank in any authorized fiduciary capacity. 

(2) This item may be reported on the cash basis in those instances where the 
presentation of the item on the financial statements would not be materially 
affected thereby. The cash basis may also be used with respect to an individual 
trust or estate if accrual of income therefrom is not feasible. If any portion of 
trust department income is not reported on the accrual basis, there shall be a 
footnote explaining the method of reporting and the reason for departing from 
reporting on the accrual basis. 

(e) Service charges on deposit accounts. Include amounts charged depositors 
that fail to maintain specified minimum deposit balances; charges based on the 
number of checks drawn on and deposits made in deposit accounts; charges for 
account maintenance and for checks drawn on “no minimum balance” deposit 
accounts; return check charges; etc. 

(f) Other service charges, collection and exchange charges, commission and 
fees. State the aggregate of other service charges, collection and exchange charges, 
commissions and fees. Exclude charges on loans and deposits and those related 
to the Trust Department. Do not include reimbursements for out-of-pocket ex- 
penditures made by the bank for the account of customers. If expense accounts 
were charged with the amount of such expenditures, the reimbursements should 
be credited to the same expense accounts. 

(g) Other operating income. 

(1) Include all operating income not reported in Items 1(a) through 1(f). 

(2) Include (A) net trading account income consisting of profits and losses, 
interest, and other income and expense related to securities carried in a dealer 
trading account or accounts that are held principally for resale to customers, but 
exclude salaries, commissions, and other indirect expenses; (B) income from 
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lease financing; (C) gross rentals from “other real estate” and safe deposit 
boxes; (D) net remittable profits (or losses) of foreign branches and consolidated 
subsidiaries less any minority interests (unless the reporting bank preferably 
combines or consolidates each item of income and expense); (E) interest on time 
balances with other banks; and (F) all other recurring credits (such as miscella- 
neous recoveries) and immaterial nonrecurring credit items. 

(3) Do not include rentals from bank premises. Such rental income shall be 
reported in the inset to Item 2(g). In the event there is a net occupancy income, 
the amount shall be shown in parentheses in Item 2(g). 

(4) Itemize (A) net trading account income, (B) net remittable profits (or 
losses) of foreign branches and consolidated subsidiaries (if included in this 
subitem), and (C) all other amounts that represent 25 percent or more of the 
total of this subitem, unles “other operating income” is less than five percent of 
“total operating income.” 

(h) Total operating income. State the sum of items 1(a) through 1(g). 

2. Operating expenses. State separately: 

(a) Salaries. (1) Include compensation for personal services of all officers 
and employees, including dining room and cafeteria employees but not building 
department employees. 

(2) Include amounts withheld from salaries for Social Security taxes and con- 
tributions to the bank’s pension fund. Do not include Social Security taxes paid 
by the bank for its own account and the bank’s contribution to pension funds. 
Such amounts shall be included in Item 2(b). 

(3) Include bonus and profitsharing whether paid directly or through a trustee. 
Such compensation that is deferred and not distributed to employees shall be re- 
ported in Item 2(b). 

(4) Do not include compensation of officers and employees who spent the 
major portion of their working time on bank building and related functions. Such 
compensation shall be included in Item 2(g). 

(5) Do not inciude amounts paid to legal, management, and investment coun- 
sel for professional services if such counsel are not salaried officers or employees 
of the bank. Such amounts shall be included in Item 2(j). 

(b) Pensions and other employee benefits. 

(1) Include all supplementary benefits, other than direct compensation in- 
cluded in Item 2(a) accrued during the report on behalf of all officers and em- 
ployees except building department personnel (see Item 2(g) ). 

(2) Include the bank’s own contribution to its pension fund; unemployment 
and Social Security taxes for the bank’s own account; life insurance premiums 
(net of dividends received) and hospitalization insurance payable by the bank; 
and other employee benefits. 

(3) Do not include expenses related to testing, training, or education of officers 
and employees; the cost of bank newspapers and magazines; premiums on insur- 
ance policies where the bank is beneficiary; and athletic activities where the prin- 
cipal purpose is for publicity or public relations and employee benefits are only 
incidental. Such amounts shall be included in Item 2(j). 

(c) Interest on deposits. Include interest on all deposits. 

(d) Expense of Federal funds purchased and securities sold under agreements 
to repurchase. Include the total gross expenses of Federal funds purchased and 
securities sold under agreements to repurchase. 

(e) Interest on other borrowed money. 

(1) Include all interest on bills payable, rediscounts, unsecured notes payable, 
and other instruments issued for the purpose of borrowing money other than Fed- 
eral funds purchased and securities sold under agreements to repurchase. 
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(2) Do not include interest on mortgages on bank premises. Such interest 
shall be included in Item 2(g). 

(f) Interest on capital notes and debentures. (1) Include all interest on capital 
notes and debentures. 

2. Amortization of premium or discount shall be deducted from or included in 
the amount reported. 

(3) Do not include premium or discount paid or realized on retirement of such 
securities. Such amount shall be reported in Item 1(g) or 2(i). 

(g) Occupancy expense of bank premises, net. 

(1) Include in “gross occupancy expense” inset, the aggregate amount of (A) 
salaries, wages, and supplementary compensation of bank personnel who devote 
the major portion of their time to the operation of bank premises or its consoli- 
dated premises subsidiaries; (B) depreciation of bank premises and amortization 
of leasehold improvements; (C) rent expense of bank premises; (D) real estate 
taxes; (E) interest on mortgages on bank premises owned; and (F) other bank 
premises operating and maintenance expenses. 

(2) Include in “rental income” inset, the aggregate amount of rentals from 
bank premises leased by the bank or its consolidated premises subsidiaries. 

(3) Report the net occupancy expense (or net income) of bank premises. If 
net income is reported, the amount shall be shown in parenthesis. 

(h) Furniture and equipment expense. (1) Include normal and recurring de- 
preciation charges; rental costs of office machines and tabulating and data process- 
ing equipment; and ordinary repairs to furniture and office machines, including 
servicing costs. The amount applicable to depreciation charges shall be shown in 
parenthesis. 

(2) Include taxes on equipment. 

(i) Provision for loan losses. 

(1) Banks which provide for loan losses on a reserve basis shall include an 
estimated amount for credit losses. Such amount shall be determined by manage- 
ment in light of past loan loss experience and evaluation of potential loss in the 
current loan portfolio. The estimated loan loss factor allocable to operating ex- 
pense shall not be less than the amount computed under one of the elective meth- 
ods set forth in subitem (2). 

(2) The bank may elect in 1969, and thereafter consistently use for financial 
reporting purposes, one of the following methods for allocating loan losses to op- 
erating expense: 

(A) Average ratio of loss over the past five years applied to average loans 
outstanding during the current year. Ratio of loss shall be the single decimal quo- 
tient of total net chargeoffs (losses less recoveries) and total average loans for 
the five most recent years, including the current year. 

(B) Average ratio of loss on a forward moving average beginning with the 
year 1969 applied to average loans outstanding during the current year. Ratio 
of loss shall be the single decimal quotient of total net chargeoffs and total aver- 
age loans for the number of years beginning with 1969 and ending with the year 
of report. In 1973, banks which elect the forward moving average method will 
compute the minimum allocable credit loss expense on the same basis as banks 
which elect method (1). 


Note: For purposes of Item 2(A) and Item 2(B), average annual loans outstanding 
shall include Federal funds sold and securities purchased under agreements to resell, and 
(2) may be computed on any reasonable schedule of frequency. In the absence of other 
procedures “Other loans”, and “Federal funds sold and securities purchased under agree- 
ments to resell”, as reported in Statements of Condition called by supervisory authorities, 
shall be averaged. 
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(C) Actual net chargeoffs as experienced in the current year. 

(3) An estimated amount for loan losses allocable to operating expense in 
excess of the minimum amount computed as instructed in subitem (2) should be 
provided when judged appropriate in the opinion of management. 

(4) Furnish in a note to financial statements an explanation of the basis for 
allocating loan losses to operating expense including (A) the method followed, 
and (B) amount added at the discretion of management, if any. 

(5) The amount may be expressed in even dollars or thousands of dollars. 


Note: The amount reported for loan losses in operating expense shall be adjusted, if 
necessary, to the amount transferred to the allowance for loan losses recorded on the 
books of the bank by an entry to the undivided profits account in the statement of 
changes in capital accounts. For example, if the estimated loan loss expense reported 
in the statement of income is less than the amount transferred to the allowance for loan 
losses, the amount of difference, less related tax effect, should be charged against the 
undivided profits account. If the estimated loan loss expense reported in the statement 
of income (1) is more than the amount transferred to the allowance for loan losses, and 
(2) represents the minimum amount the bank is required to allocate under its elected 
method, the amount of difference, less related tax effect, should be credited to the un- 
divided profits account. 


(6) Banks which do not provide for loan losses on a reserve basis shall in- 
clude the amount of actual net chargeoffs (losses less recoveries) for the current 


year. 
(j) Other operating expenses. 
(1) Include all operating expenses not reported in Items 2(a) through 2(i). 


(2) Include advertising, business promotion, contributions, cost of examina- 
tions by supervisory authorities, deposit insurance assessments, fees paid to direc- 
tor and members of committees, memberships, net cash shortages or overages, 
operating expenses (except salaries) of “Other real estate owned,” postage, pre- 
mium on fidelity insurance, publicity, retainer fees, stationery and office supplies, 
subscriptions, taxes not reported against other items, telegrams and cables, tele- 
phone, temporary agency help, travel, unreimbursed losses on counterfeits, for- 
geries, payments over stops and all other recurring expenses and immaterial non- 
recurring charges. 

(3) Deposit insurance assessment expense shall be reported as a net figure— 
that is, all assessment credits during the period shall be applied against the assess- 
ment expense. 

(4) Itemize all amounts that represent 25 percent or more of this item. 

(k) Total operating expenses. State the sum of Items 2(a) through 2(j). 

3. Income before income taxes and securities gains (losses). State the differ- 
ence of Item 1(h) minus Item 2(k). 

4. Applicable income taxes. (a) State the aggregate of Federal and State taxes 
applicable to the amount reported in Item (3) See § 335.7(e) (13) (iii). 

(b) Do not include taxes applicable to net security gains (losses) and extraordi- 
nary items. Such taxes (or tax reductions) shall be reported in Items 6 and 8. 

5. Income before securities gains (losses). State the difference of Item 3 
minus Item 4. 

6. Net security gains (losses). State the net result of security gains and losses 
realized. Related income taxes (or tax reductions) shall be shown parenthetically. 

7. Income before equity in earnings of unconsolidated subsidiaries and fifty- 
percent-owned persons. State the difference of Item 5 minus Item 6. 

8. Equity in earnings of unconsolidated subsidiaries and fifty-percent-owned 
persons. The amount reported under this caption shall be stated net of any ap- 
plicable tax provisions. State parenthetically or in a note referred to herein the 
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amount of dividends received from such persons. If justified by circumstances, this 
item may be presented in a different position and a different manner. 

9. Income (before extraordinary items, if any). State the sum or difference of 
Items 5 and 6. 


Note: If extraordinary items are reported (See Item 8) the caption to this Item shall 
read, “Net income before extraordinary items.” 


10. Extraordinary items. State the material results of nonrecurring transac- 
tions that have occurred during the current reporting period. Only the results of 
major events outside of the ordinary operating activity of the bank are to be re- 
ported herein. Such events would include, but not be limited to, expropriation of 
properties. Related income taxes (or tax reductions) shall be shown paren- 
thetically. (Less than material results of nonrecurring transactions are to be in- 
cluded in Items 1(g) or 2(j), as appropriate). 

11. Cumulative effects of changes in accounting principles. State separately 
any material items and disclose, parenthetically or otherwise, the tax applicable 
to each. 

12. Less minority interest in consolidated subsidiaries. State the aggregate 
amount of profit or loss accruing to minority interests. 

13. Net income. State the sum or difference of Items 7, 8, and 9. 

Earnings per common share. State the per share amounts applicable to com- 
mon stock (including common stock equivalents) and per share amounts on a 
fully diluted basis, if applicable. The basis of computation, including the number 
of shares used, shall be furnished in a note to the financial statements. 


(Name of Bank) 


C. STATEMENT OF CHANGES IN CAPITAL ACCOUNTS 





Reserve for 
Increase Capital notes Preferred stock Common Undivided contingencies 
(Decrease) & debentures $ par stock $ Surplus __ profits and other 
par capital 
reserves 








Net income transferred to undivided profits 

Capital notes and debentures, preferred stock and common stock 
sold (par or face value) 

Stock issued incident to mergers and acquisitions 

Premium on capital stock sold 

Additions to, or reductions in, surplus, undivided profits, and reserves 
Pee err rere er ry Pee re eer Terry 

Transfers to allowance for loan loss, exclusive of portion charged 
against income, less related income tax effect 

. Cash dividends declared on preferred stock 
Cash dividends declared on common stock 
Stock issued in payment of stock dividend .... shares at par value 
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10. All other increases (decreases) ! 

11. Net increase (decrease) for the year 
12. Balance at beginning of year * 

13. Balance at end of year 


1 State separately any material amounts, indicating clearly the nature of the trans- 
action out of which the item arose. 

“If the statement is filed as part of an annual or other periodic report and the bal- 
ances at the beginning of the period differ from the closing balances as filed for the 
fiscal period, state in a footnote the difference and explain. 


D. STATEMENT OF CHANGES IN FINANCIAL POSITION 


A statement of changes in financial position shall be filed for each period for 
which an income statement is required to be filed. The statement of changes in 
financial position shall summarize the sources from which funds have been ob- 
tained and their disposition. Material changes in the components of net funds 
shall be shown in the statement or in a supporting tabulation. As a minimum, the 
following shall be reported: 

(a) Source of funds. 

(i) Current operations (showing separately net income or loss and the 
addition and deduction of specific items which did not require the expendi- 
ture or receipt of funds; e.g., depreciation and amortization, deferred in- 
come taxes, undistributed earnings or losses of unconsolidated persons, etc.), 

(ii) Sale of noncurrent assets (identifying separately such items as in- 
vestments, fixed assets, intangibles, etc.), 

(iii) Issuance of debt securities or other long-term debt, 

(iv) Issuance or sale of capital stock; 

Disposition of funds. 

(i) Purchase of noncurrent assets (identifying separately such items as 
investments, fixed assets, intangibles, etc.), 

(ii) Redemption or repayment of debt securities or other long-term debt, 

(iii) Redemption or purchase of capital stock, 

(iv) Dividends; 

(c) Increase (decrease) in net funds. 





REGULATIONS—12 C.F.R. PT. 335 


E. SCHEDULES 
SCHEDULE I.—U.S. Treasury securities, securities of other U.S. Government 


agencies and corporations, and obligations of States and political subdivisions 


Type and maturity grouping Principal Book Market 
amount value? value 





U.S. Treasury securities 
Within 1 year 
After 1 but within 5 years 
After 5 but within 10 years 
After 10 years 
Total U.S. Treasury securities 
Securities of other U.S. Government agencies and 
corporations 
Within 1 year 
After 1 but within 5 years 
After 5 but within 10 years 
After 10 years 
Total securities of other U.S. Government 
agencies and corporations 
Obligations of States and political subdivisions * * 
Within 1 year 
After 1 but within 5 years 


After 5 but within 10 years 
After 10 years 
Total obligations of States and political 
subdivisions 


1 State briefly in a footnote the basis for determining the amounts in this column. 

2 Include obligations of the States of the United States and their political subdivisions, 
agencies, and instrumentalities; also obligations of territorial and insular possessions of 
the United States. Do not include obligations of foreign states. 

% State in a footnote the aggregate (a) principal amount, (b) book value, and (c) 
market value of securities that are less than “investment grade”. If market value is de- 
termined on any basis other than market quotations at balance sheet date, explain. 


SCHEDULE II.—Other securities 








Type Amount Book Market 
value* value 








Bonds, notes, and debentures 2 * 
Stocks * 4 





1 State briefly in a footnote the basis for determining the amounts shown in this column. 

2 State in a footnote the aggregate amount and book value of foreign securities included. 

% State in a footnote the aggregate (a) principal amount, (b) book value, and (c) 
market value of bonds, notes, and debentures that are less than “investment grade”. If 
market value is determined on any basis other than market quotations at balance sheet 
date, explain. 

4 State in a footnote the aggregate market value. 
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SCHEDULE III.—Other loans ! 


Type: Book value 
Real estate loans: 
Insured or guaranteed by the U.S. Government or its agencies . . 
Other 


Loans for purchasing or carrying securities (secured or unsecured) 

Commercial and industrial loans 

Loans to individuals for household, family and other consumer 
expenditures 

All other loans (including overdrafts) 


Total other loans reported in balance sheet 


1 If impractical to classify foreign branch and foreign subsidiary loans in accordance 
with this schedule, a separate caption stating the total amount of such loans may be 
inserted. Such action should be explained in a footnote. 


SCHEDULE IV.—Bank premises and equipment 








Col. A Col. B Col. C 


Gross book Accumulated Amount at 
Classification * value * depreciation and _—_— which carried on 
amortization * 4 balance sheet 





Bank premises (including 


Equipment 
Leasehold improvement 
Totals * 


1]f impractical to consolidate foreign branch and foreign subsidiary bank premises 
and equipment in accordance with the breakdown required by this schedule, a separate 
caption stating the total amount of all such property may be inserted. ‘Such caption 
should be explained appropriately in a footnote. 

2 State the basis of determining the amounts in col. A. 

3 If provision for depreciation and amortization is credited in the books directly to the 
asset accounts, the amounts for the last fiscal year shall be stated in an explanatory foot- 
note. 

4 The nature and amount of significant additions (other than provisions for deprecia- 
tion and amortization) and deductions from depreciation accounts shall be stated in an 
explanatory footnote. 

5 Show totals (corresponding to Cols. A and B) representing amounts reported for 
Federal income tax purposes. 
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SCHEDULE V.—I/nvestments in, income from dividends, and equity in earnings 
and loss of unconsolidated subsidiaries 


Col. A Col. B Col. C Col. D Col. E 


Equity in Bank's propor- 
: Percent of Total invest- underlying Amount of _ tionate part of 
Name of voting stock ment including net assets dividends * earnings or 
subsidiary owned advances at balance loss for 
sheet date! the period 





( Sree 





! Equity shall include advances reported in col. B to the extent recoverable. 

* State as to any dividends other than cash the basis on which they have been reported 
as income. If any such dividend received has been credited to income in an amount 
differing from that charged to surplus and/or undivided profits by the disbursing sub- 
sidiary, state the amount of such difference and explain. 


SCHEDULE VI.—“Other”’ liabilities for borrowed money 


Item: Amount 


Borrowings from Federal Reserve Bank 
Unsecured notes payable within | year 
Unsecured notes payable after 1 year 
Other obligations 
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SCHEDULE VII.—Allowance for possible loan losses 





Amount set up 
pursuant to Other 
Treasury tax amount ! 
formula 





Balance at beginning of period 
Recoveries credited to allowance 
Additions due to mergers and absorptions * 
Transfers to allowance: 
From income 
From undivided profits * 
Totals 


Losses charged to allowance 
Balances at end of period 4 





' Do not include any provision for possible loan losses that the bank establishes as a 
precautionary measure. include only any provision that (1) has been established through 
a charge against income, (2) represents management's judgment as to possible loss or 
value depreciation, and (3) is in excess of the provision taken under the Treasury tax 
formula. 

* Describe briefly in a footnote any such addition. 

8 Indicate by parenthesis the gross amount of any credit adjustment to 


* Describe briefly in a footnote the basis used in computing the amount accumulated 
in the allowance at the end of the period. State the amount that could have been deducted 
for Federal income tax purposes if such amount is in the period. State the amount that 
could have been deducted for Federal income tax purposes if such amount is in excess 
of the amount provided by the bank pursuant to the Treasury tax formula. 


Note.—The sum of the balances should equal the amount of allowance for loan losses 
reported in the balance sheet. 


SCHEDULE VIII.—Amounts receivable from directors, officers, employees, and 
principal holders (other than affiliates) of equity securities of the bank 
and its affiliates 
Col. C Col. D Col. E 
Deductions Balance at end 
of period 





, , 
Balance at beginning of () (2) @) (2) 
Name of debtor ! period Additions Amounts Amounts Cur- Not 
col- written rent  cur- 
lected * off rent 





1 Include in this schedule both accounts receivable and notes receivable and provide in 
a note hereto pertinent information, such as the due date, interest rate, terms of repay- 
ment and collateral, if any, for the amounts receivable from each person named in 
column A as of the date of the most recent balance sheet being filed. 

2 If collection was other than in cash, explain. 
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Instruction. A schedule in the above format shall be filed showing the aggregate 
amounts of indebtedness of more than $20,000 or 1 percent of total assets, which- 
ever is less, of each director, officer, or principal holder (other than affiliates) of 
equity securities of the bank and its affiliates that are receivable or were receivable 
at any time during the period for which related income statements are required 
to be filed. It shall not be necessary to disclose a loan or extension of credit to 
any person made in the ordinary course of business that (i) was made on sub- 
stantially the same terms, including interest rates and collateral, as those prevailing 
at the time for comparable transactions with other persons, and (ii) did not 
involve more than normal risk of collectibility or present other unfavorable 
features. Notwithstanding the foregoing, disclosure shall be made if at any time 
during the period for which related income statements are required to be filed 
there existed— 

(A) indebtedness of any officer in an amount which exceeded the maximum 
loan or extension of credit permitted under applicable rules and regulations of 
the banking regulatory agencies to which the bank is subject; 

(B) indebtedness of any director or any principal holder (other than affiliates) 
of equity securities of the person and its affiliates in an amount which exceeded 
10 percent of the stockholders’ equity of the bank; or 

(C) indebtedness of all directors and principal holders (other than affiliates) of 
equity securities of the person and its affiliates as a group which exceeded 20 per- 
cent of the stockholders’ equity of the bank. 

For purposes of this schedule the term “officer” shall be defined as provided 
by § 335.2(s). 


SCHEDULE IX.—Supplementary Income Statement Information ' 





Column B ? 

Column A Charged to 
costs and 
expenses 





Maintenance and repairs 

Depreciation, depletion and amortization of property, plant and equipment 

Depreciation and amortization of intangible assets, deferred research and de- 
velopment expenses, preoperating costs and similar deferrals 

Taxes, other than income taxes * 


Royalties 
Advertising costs ® 


Research and development costs (excluding amortization of deferred costs) ® . . 





! State, for each of the items noted in column A which exceeds | percent of total 
revenues as reported in the related income statement, the amount called for in column B. 

* Totals may be stated in column B without further designation of the accounts to 
which charged. 

‘State separately each category of tax which exceeds | percent of total revenues. 

' Include rents applicable to leased personal property. 

5 This item shall include all costs related to advertising the company’s name, products 
or services in newspapers, periodicals or other advertising media. 

6 State separately each category of cost amortized. 
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[{ 70] Employee responsibilities and conduct 
(12 C.F.R. Part 336) 


Sec. 

336.7351 
336.7352 
336.735-3 


Subpart A—General Provisions 


Purpose. 
Definitions. 
Effective date, distribution, and counseling. 


Subpart B—Ethical and Other Conduct and Responsibilities of Employees 


336.735-10 
336.735-11 
336.735—12 
336.735-13 
336.735-14 
336.735-15 
336.735-16 
336.735-17 
336.735-18 
336.735-19 


Proscribed actions. 

Gifts, entertainment, and favors. 

Outside employment. 

Financial interests. 

Use of Corporation property. 

Misuse of information. 

Indebtedness. 

Gambling, betting, and lotteries. 

General conduct prejudicial to the Government. 
Miscellaneous statutory provisions. 


Subpart C—Ethical and Other Conduct and Responsibilities of 


336.735-21 
336.735—22 
336.735-—23 
336.735-24 
336.735-—25 


Special Corporation Employees 


Use of Corporation employment. 
Use of inside information. 
Coercion. 

Gifts, entertainment, and favors. 
Miscellaneous statutory provisions. 


Subpart D—Statements of Employment and Financial Interests 


336.735-31 
336.735-3la 
336.735-32 
336.735-33 
336.735-34 
336.735-35 
336.735-36 
336.735-37 
336.735-38 
336.735-39 
336.735—40 
336.735-41 
336.735—42 


Employees required to submit statements. 

Employees’ complaint on filing requirement. 

Employees not required to submit statements. 

Time and place for submission of employees’ statements. 
Supplementary statements. 

Interests of employees’ relatives. 

Information not known by employees. 

Information prohibited. 

Confidentiality of employees’ statements. 

Effect of employees’ statements on other requirements. 
Specific provisions or regulations for special Corporation employees. 
Reviewing statements and reporting conflicts of interest. 
Disciplinary and other remedial action. 


Appendix A—Employees who must file statements. 


AUTHORITY: The provisions of this Part 336 issued under E.O. 11222; 3 CFR, 
1964-1965 Comp.; 5 CFR 735.104. 


SourcE: The provisions of this Part 336 appear at 31 F.R. 5751, Apr. 14, 
1966, unless otherwise noted. 
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Subpart A—General Provisions 
[{ 70.1] § 336.735-1 Purpose. 


The maintenance of unusually high standards of honesty, integrity, impartiality, 
and conduct by Corporation employees and special Corporation employees is essen- 
tial to assure the proper performance of the Corporation business and the mainte- 
nance of confidence by citizens in their Government. The avoidance of misconduct 
and conflicts of interests on the part of Corporation employees and special Corpo- 
ration employees through informed judgment is indispensable to the maintenance 
of these standards. To accord with these concepts, this part sets forth the Corpo- 
ration’s regulations covering the Corporation’s employees and special Corporation 
employees, prescribing standards of conduct and responsibilities, and governing 
statements reporting employment and financial interests. 


{€ 70.2] § 336.735-2 Definitions. 


In this part: 

(a) “Employee” means an officer or employee of the Corporation, but does not 
include a special Corporation employee. 

(b) “Executive order” means Executive Order 11222 of May 8, 1965. 

(c) “Person” means an individual, a bank, a corporation, a company, an asso- 
ciation, a firm, a partnership, a society, a joint stock company, or any other orga- 
nization or institution. 

(d) “Special Corporation employee” means a “special Government employee” 
as defined in section 202 of Title 18 of the United States Code. 


[{ 70.3] § 336.735-3 Effective date, distribution, and counseling. 


(a) This part and any amendment thereto shall be effective after approval by 
the Civil Service Commission and upon publication in the FEDERAL REGISTER. 

(b) The Personnel Division of the Corporation shall distribute one copy (and 
supply additional copies on request) of this part to every employee and every 
special Corporation employee within 90 days after the effective date, and to each 
new employee and special Corporation employee at the time of entrance on duty, 
and distribute to every employee and every special Corporation employee each 
calendar year thereafter a reminder of the basic provisions of this part. 

(c) A Counselor designated herein and Deputy Counselors, appointed by the 
Chairman of the Board, shall be available for counseling guidance respecting 
statutes and regulations affecting employee responsibility and conduct, including 
interpretations of the provisions of this part, and each employee and special Corpo- 
ration employee shall be notified of this service by the Personnel Division at the 
time he receives a copy of this part. 

(d) The Assistant to the Chairman of the Board of Directors of the Corporation 
shall act as the Corporation’s Counselor. 


Subpart B—Ethical and Other Conduct and Responsibilities of Employees 
[{ 70.10] § 336.735-10 Proscribed actions. 


An employee shall avoid any action, whether or not specifically prohibited by 
this subpart which might result in, or create the appearance of: 

(a) Using public office for private gain; 

(b) Giving preferential treatment to any person; 

(c) Impeding Corporation efficiency or economy; 

(d) Losing complete independence or impartiality; 

(e) Making a Corporation decision outside official channels; or 
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(f) Affecting adversely the confidence of the public in the integrity of the Cor- 
poration. 


[32 F.R. 13964, Oct. 7, 1967] 


[{ 70.11] § 336.735-11 Gifts, entertainment, and favors. 


(a) Except as provided in paragraphs (b) and (f) of this section, an employee 
shall not solicit or accept, directly or indirectly, any gift, gratuity, favor, entertain- 
ment, loan, or any other thing of monetary value, from a person who: 

(1) Has, or is seeking to obtain, contractual or other business or financial rela- 
tions with the Corporation; 

(2) Conducts operations or activities that are regulated or examined or may be 
regulated or examined by the Corporation; 3 

(3) Has irterests that may be substantially affected by the performance or 
nonperformance of his official duty. 

(b) Paragraph (a) of this section shall not apply: 

(1) Where obvious family or personal relationships govern (such as those be- 
tween the parents, children, or spouse of the employee and the employee) when 
the circumstances make it clear that it is those relationships rather than the busi- 
ness of the persons concerned which are the motivating factors; 

(2) To the acceptance of food, refreshments, and accompanying entertainment 
of nominal value on infrequent occasions in the ordinary course of a luncheon or 
dinner meeting or other function or on an inspection tour where an employee is 
properly in attendance; 

(3) The acceptance of lodging on rare or infrequent occasions where an em- 
ployee is properly in attendance and circumstances thereof are reported to the 
Corporation; 

(4) To the acceptance of unsolicited advertising or promotional material such as 
pens, pencils, note pads, calendars, and other items of nominal intrinsic value; and 

(5) To the acceptance and loans from banks or other financial institutions on 
customary terms to finance proper and usual activities of employees, such as home 
mortgage loans. However, a Corporation examiner or assistant examiner shall not 
accept a loan of gratuity from any bank examined by him or any bank he has the 
authority to examine or from any person connected therewith (18 U.S.C. 212 
and 213). 

(c) [Reserved] 

(d) An employee shall not solicit a contribution from another employee for a 
gift to an official superior, make a donation as a gift to an official superior, or accept 
a gift from an employee receiving less pay than himself (5 U.S.C. 7351). How- 
ever, this paragraph does not prohibit a voluntary gift of nominal value or donation 
in a nominal amount made on a special occasion such as marriage, illness, or 
retirement. 

(e) An employee shall not accept a gift, present, decoration, or other thing 
from a foreign government unless authorized by Congress as provided by the Con- 
stitution and in Public Law 89-673, 80 Stat. 952. 

(f) Neither this section nor § 336.735—12 precludes an employee from receipt 
of bona fide reimbursement, unless prohibited by law, for expenses of travel and 
such other necessary subsistence as is compatible with this part for which no Corpo- 
ration payment or reimbursement is made. However, this paragraph does not allow 
an employee to be reimbursed, or payment to be made on his behalf, for excessive 
personal living expenses, gifts, entertainment, or other personal benefits, nor does 
it allow an employee to be reimbursed by a person for travel on official business 
under Corporation orders when reimbursement is prescribed by the Corporation. 


[31 F.R. 5751, Apr. 14, 1966, as amended at 32 F.R. 13964, Oct. 7, 1967] 
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[{ 70.12] § 336.735-12 Outside employment. 


(a) An employee shall not engage in outside employment or other outside 
activity not compatible with the full and proper discharge of the duties and respon- 
sibilities of his Corporation employment. Incompatible activities include but are 
not limited to: 

(1) Acceptance of a fee, compensation, gift, payment of expense, or any other 
thing of monetary value in circumstances in which acceptance may result in, or 
create the appearance of, conflicts of interests; or 

(2) Outside employment which tends to impair his mental or physical capacity 
to perform his Corporation duties and responsibilities in an acceptable manner. 

(b) An employee shall not receive any salary or anything of monetary value 
from a private source as compensation for his services to the Corporation (18 
U.S.C. 209). 

(c) A Corporation examiner or assistant examiner shall not perform any other 
service, for compensation, for any bank, or for any person connected therewith 
(18 U.S.C. 1909). 

(d) Employees are encouraged to engage in teaching, lecturing, speaking and 
writing relating to the Corporation’s functions or responsibilities. However, an 
employee shall not, either for or without compensation, engage in any such activity 
that is dependent on information obtained as a result of his Corporation employ- 
ment except when that information has been made available to the general public 
or will be made available on request, or when the Corporation Chairman gives 
written authorization for use of nonpublic information on the basis that the use is 
in the public interest. And no employee shall write for publication or accept in- 
vitations to speak before banking or other public organizations on matters con- 
cerning the Corporation without prior approval and prior clearance of their manu- 
script by the Corporation. In addition, an employee who is a Presidential appointee 
covered by section 401(a) of the Executive Order shall not receive compensation 
or anything of monetary value for any consultation, lecture, discussion, writing, or 
appearance, the subjecct matter of which is devoted substantially to the responsi- 
bilities, programs, or operations of the Corporation, or which draws substantially 
on official data or ideas which have not become part of the body of public infor- 
mation. 

(e) An employee shall not engage in outside emp!oyment under a State or local 
government, except in accordance with Part 734 of the Civil Service Regulations 
(5 CFR Part 734). 

(f) This section does not preclude an employee from: 

(1) [Reserved] 

(2) Participation in the activities of National or State political parties not pro- 
scribed by law. 

(3) Participation in the affairs of or acceptance of an award for a meritorious 
public contribution or achievement given by a charitable, religious, professional, 
social, fraternal, nonprofit educational and recreational, public service, or civic 
organization. 


[31 F.R. 5751, Apr. 14, 1966, as amended at 32 F.R. 13964, Oct. 7, 1967] 


[€ 70.13] § 336.735-13 Financial interests. 


(a) An employee shall not: 

(1) Own, directly or indirectly, or control the ownership of stock in an insured 
bank, without full disclosure in writing to, and with the approval of, the Board of 
Directors of the Corporation. 





1-363 REGULATIONS—12 C.F.R. PT. 336 q 70.17 


(2) Have a direct or indirect financial interest that conflicts substantially, or 
appears to conflict substantially, with his Corporation duties and responsibilities; or 

(3) Engage in, directly or indirectly, a financial transaction as a result of, or 
primarily relying on, information obtained through his Corporation employment. 

(b) This section does not preclude an employee from having a financial interest 
or engaging in financial transactions to the same extent as a private citizen not 
employed by the Corporation so long as it is not: prohibited by law, the Executive 
Order, this section, or the regulations in this part. 

(c) Having concluded that an employee’s indirect financial interest in insured 
bank or other corporate stock through ownership of shares in widely held mutual 
funds which do not specialize in any particular industry is too remote and incon- 
sequential to affect the integrity of such employee’s services, general approval is 
hereby granted for employees to own shares in such mutual funds. 


[31 F.R. 5751, Apr. 14, 1966, as amended at 32 F.R. 13964, Oct. 7, 1967; 37 
F.R. 12715, June 28, 1972] 


[{ 70.14] § 336.735-14 Use of Corporation property. 


An employee shall not directly or indirectly use, or allow the use of, Corporation 
property of any kind, including property leased to the Corporation, for other than 
officially approved activities. An employee has a positive duty to protect and con- 
serve Corporation property, including equipment, supplies, and other property 
entrusted or issued to him. 


[{ 70.15] § 336.735-15 Misuse of information. 


For the purpose of furthering a private interest, an employee shall not, except 
as provided in § 336.735-—12(d), directly or indirectly use, or allow the use of, 
official information obtained through or in connection with his Corporation employ- 
ment which has not been made available to the general public. 


[{ 70.16] § 336.735-16 Indebtedness. 


An employee shall pay each just financial obligation in a proper and timely 
manner, especially one imposed by law such as Federal, State, or local taxes. For 
the purpose of this section, a “just financial obligation” means one acknowledged 
by the employee or reduced to judgment by a court, and “in a proper and timely 
manner” means in a manner that the Corporation will not be called upon to assist 
a creditor in the collection of a just financial obligation, and which the Corporation 
determines does not, under the circumstances, reflect adversely on it as the em- 
ployer. In the event of dispute between an employee and an alleged creditor, this 
section does not require the Corporation to determine the validity or amount of the 
disputed debt. 


{{ 70.17] § 336.735-17 Gambling, betting, and lotteries. 


An employee shall not participate, while on Corporation-owned or leased prop- 
erty or while on duty for the Corporation, in any gambling activity including the 
operation of a gambling device, in conducting a lottery or pool, in a game for money 
or property, or in selling or purchasing a numbers slip or ticket. However, this 
section does not preclude activities: 

(a) Necessitated by an employee’s law enforcement duties; or 
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(b) Under section 3 of Executive Order 10927 and similar Corporation- 
approved activities. 


[€ 70.18] § 336.735-18 General conduct prejudicial to the Government. 


An employee shall not engage in criminal, infamous, dishonest, immoral, or 
notoriously disgraceful conduct, or other conduct prejudicial to the Corporation. 


[{ 70.19] § 336.735-19 Miscellaneous statutory provisions. 


Each employee shall acquaint himself with each statute that relates to his ethical 
and other conduct as an employee of the Corporation and of the Government. In 
addition to the statutes cited in the body of these regulations the attention of each 
employee is directed to the following statutory provisions: 

(a) House Concurrent Resolution 175, 85th Congress, 2d Session, 72 Stat. B12, 
the “Code of Ethics for Government Service.” 

(b) Chapter 11 of title 18, United States Code, relating to bribery, graft, and 
conflicts of interest, as appropriate to the employees concerned. 

(c) The prohibition against lobbying with appropriated funds (18 U.S.C. 1913). 

(d) The prohibitions against disloyalty and striking (5 U.S.C. 7311, 18 U.S.C. 
1918). 

(e) The prohibition against the employment of a member of a Communist orga- 
nization (50 U.S.C. 784). 

(f) The prohibitions against (1) the disclosure of classified information (18 
U.S.C, 798, 50 U.S.C. 783); and (2) the disclosure of confidential information 
(18 U.S.C. 1905). 

(g) The provision relating to the habitual use of intoxicants to excess (5 U.S.C. 
7352). 

(h) The prohibition against the misuse of a Government vehicle (31 U.S.C. 
638a(c)). 

(i) The prohibition against the misuse of the franking privilege (18 U.S.C. 
1719). 

(j) The prohibition against the use of deceit in an examination or personnel 
action in connection with Government employment (18 U.S.C. 1917). 

(k) The prohibition against fraud or false statements in a Government matter 
(18 U.S.C. 1001). 

(1) The prohibition against mutilating or destroying a public record (18 U.S.C. 
2071). 

(m) The prohibition against counterfeiting and forging transportation requests 
(18 U.S.C. 508). 

(n) The prohibitions against (1) embezzlement of Government money or prop- 
erty (18 U.S.C. 641); (2) failing to account for public money (18 U.S.C. 643); 
and (3) embezzlement of the money or property of another person in the posses- 
sion of an employee by reason of his employment (18 U.S.C. 654). 

(o) The prohibition against unauthorized use of documents relating to claims 
from or by the Government (18 U.S.C. 285). 

(p) The prohibitions against political activities in subchapter III of chapter 73 
of title 5, United States Code and 18 U.S.C. 602, 603, 607, and 608. 

(q) The prohibition against the disclosure of information by a bank examiner 
(18 U.S.C. 1906). 

(r) The prohibition against an employee acting as the agent of a foreign prin- 
cipal registered under the Foreign Agents Registration Act (18 U.S.C. 219). 


[31 F.R. 5751, Apr. 14, 1966, as amended at 32 F.R. 13964, Oct. 7, 1967] 
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Subpart C—Ethical and Other Conduct and Responsibilities of 
Special Corporation Employees 


[{ 70.21] § 336.735-21 Use of Corporation employment. 


A special Corporation employee shall not use his Corporation employment for 
a purpose that is, or gives the appearance of being, motivated by the desire for 
private gain for himself or another person, particularly one with whom he has 
family, business, or financial ties. 


[{ 70.22] § 336.735-22 Use of inside information. 


(a) A special Corporation employee shall not use inside information obtained 
as a result of his Government employment for private gain for himself or another 
person either by direct action on his part or by counsel, recommendation, or sug- 
gestion to another person, particularly one with whom he has family, business, or 
financial ties. For the purpose of this section, “inside information” means informa- 
tion obtained under Corporation authority which has not become part of the body 
of public information. 

(b) A special Corporation employee may teach, lecture, or write in a manner 
not inconsistent with § 336.735—12(d) in regard to employees. 


[§ 70.23] § 336.735-23 Coercion. 


A special Corporation employee shall not use his Corporation employment to 
coerce, or give the appearance of coercing, a person to provide financial benefit to 
himself or another person, particularly one with whom he has family, business, or 
financial ties. 


[{ 70.24] § 336.735-24 Gifts, entertainment, and favors. 


(a) Except as provided in paragraph (b) of this section, a special Corporation 
employee, while so employed or in connection with his employment, shall not re- 
ceive or solicit from a person having business with this Corporation anything of 
value as a gift, gratuity, loan, entertainment, or favor for himself or another person, 
particularly one with whom he has family, business, or financial ties. 

(b) Exemptions to paragraph (a) of this section are the same as those autho- 
rized to employees under § 336.735—11(b). 


[{ 70.25] § 336.735-25 Miscellaneous statutory provisions. 


Each special Corporation employee shall acquaint himself with each statute that 
relates to his ethical and other conduct as a special Corporation employee of the 
Corporation and of the Government. In addition to the statutes cited in the body 
of the regulations in this part, the attention of each special Corporation employee 
is directed to the statutory provisions listed in § 336.735-19. 


Subpart D—Statements of Employment and Financial Interests 
[§ 70.31] § 336.735-31 Employees required to submit statements. 


Except as provided in § 336.735-—32, statements of employment and financial 
interests will be filed by the following employees: 

(a) Those paid at a level of the Executive Schedule in subchapter II of Chapter 
53 of title 5, United States Code. 

(b) Those receiving compensation equivalent to that prescribed under section 
5332 of title 5, United States Code for grade GS—13 or above whose positions are 
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specifically identified in appendix A to this part which are included by reason of 
meeting the following criteria: 

(1) Positions the incumbents of which are responsible for making a Corporation 
decision or taking a Corporation action in regard to: 

(i) Contracting or procurement; 

(ii) Administering or monitoring grants or subsidies; 

(iii) Regulating or auditing private or other non-Federal enterprise; or 

(iv) Other activities where the decision or action has an economic impact on 
the interests of any non-Federal enterprise. 

(2) Positions which the Corporation determines require the incumbent to report 
employment and financial interests in order to carry out the purpose of law, Execu- 
tive order, this part, and the Corporation’s regulations. 

(c) Alterations to (deletions from and other amendments of the list of positions 
in Appendix A to this part may be made under the criteria in paragraph (b) of 
this section and are effective upon approval by the Chairman of the Board and 
actual notification to the incumbents. Amendments to the list in appendix A to this 
part shall be submitted annually for publication in the FEDERAL REGISTER. 


(32 F.R. 13964, Oct. 7, 1967] 


[{ 70.3la] § 336.735-31a Employee’s complaint on filing requirement. 


An employee may complain to the Counselor designated in the regulations in 
this part that his position has been improperly included in the regulations in this 
part as one requiring the submission of a statement of employment and financial 
interests. When a complaint cannot be resolved or explained satisfactorily to the 


employee he shall be granted a review of the matter through the Corporation’s 
grievance procedure. 


[32 F.R. 13964, Oct. 7, 1967] 


[€ 70.32] § 336.735-32 Employees not required to submit statements. 


Employees subject to separate reporting requirements under section 401 of the 
Executive order. 


[32 F.R. 13964, Oct. 7, 1967] 


[€ 70.33] § 336.735-33 Time and place for submission of employees’ 
statements. 


An employee required to submit statements of employment and financial interest 
under § 336.735—31 shall submit that statement to the Assistant to the Chairman 
of the Board of Directors not later than: 

(a) Ninety days after the effective date of the agency regulations issued under 
this part if employed on or before that effective date; or 

(b) Thirty days after his entrance on duty, but not earlier than ninety days after 
the effective date, if appointed after that effective date. 


[* 70.34] § 336.735-34 Supplementary statements. 


Changes in, or addition to, the information contained in an employee’s statement 
of employment and financial interests shall be reported in a supplementary state- 
ment as of June 30 each year. If no changes or additions occur, a negative report 
is required. Notwithstanding the filing of the annual report required by this section, 
each employee shall at all times avoid acquiring a financial interest that could re- 
sult, or taking an action that would result, in a violation of the conflicts-of-interest 
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provisions of section 208 of title 18, United States Code, or Subpart B of this part. 
[32 F.R. 13964, Oct. 7, 1967] 


[{ 70.35] § 336.735-35 Interests of employees’ relatives. 


The interest of a spouse, minor child, or other member of an employee’s im- 
mediate household is considered to be an interest of the employee. For the purpose 
of this section, “member of an employee’s immediate household” means those blood 
relations of the employee who are residents of the employee’s household. 


[{ 70.36] § 336.735-36 Information not known by employees. 


If any information required to be included on a statement of employment and 
financial interests or supplementary statement, including holdings placed in trust, 
is not known to the employee but is known to another person, the employee shall 
request that other person to submit information in his behalf. 


[{ 70.37] § 336.735-37 Information prohibited. 


This subpart does not require an employee to submit on a statement of employ- 
ment and financial interests or supplementary statement any information relating 
to the employee’s connection with, or interest in, a professional society or a chari- 
table, religious, social, fraternal, recreational, public service, civic, or political orga- 
nization or a similar organization not conducted as a business enterprise. For the 
purpose of this section, educational and other institutions doing research and de- 
velopment or related work involving grants of money from or contracts with the 
Government are deemed “business enterprises” and are required to be included in 
an employee’s statement of employment and financial interests. 


[{ 70.38] § 336.735-38 Confidentiality of employees’ statements. 


The Corporation shall hold statements of employment and financial interest, and 
each supplementary statement, in confidence. All statements shall be received, re- 
viewed, and retained in the office of the assistant to the Chairman of the Board of 
Directors who is responsible for maintaining the statements in confidence and shall 
not allow access to, or allow information to be disclosed from, a statement except 
to carry out the purposes of this part. The Corporation may not disclose informa- 
tion from a statement except as the Chairman of the Corporation or the Civil Ser- 
vice Commission may determine for good cause shown. 


[32 F.R. 13964, Oct. 7, 1967] 


[{ 70.39] § 336.735-39 Effect of employees’ statements on other requirements. 


The statements of employment and financial interests and supplementary state- 
ments required of employees are in addition to, and not in substitution for, or in 
derogation of, any similar requirement imposed by law, order, or regulation. The 
submission of a statement or supplementary statement by an employee does not 
permit him or any other person to participate in a manner in which his or the other 
person’s participation is prohibited by law, order, or regulation. 


[{ 70.40] § 336.735-40 Specific provisions of regulations for special Corpora- 
tion employees. 


(a) Except as provided in paragraph (b) of this section, each special Corpora- 
tion employee shall submit a statement of employment and financial interests which 
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reports: 

(1) All other employment; and 

(2) The financial interests of the special Corporation employee which the Cor- 
poration determines are relevant in the light of the duties he is to perform. 

(b) The Chairman of the Corporation may waive the requirement in paragraph 
(a) of this section for the submission of a statement of employment and financial 
interests in the case of a special Corporation employee, who is not a consultant or 
an expert when the Chairman finds that the duties of the position held by that 
special Corporation employee are of a nature and at such a level of responsibility 
that the submission of the statement by the incumbent is not necessary to protect 
the integrity of the Corporation. For the purpose of this paragraph, “consultant” 
and “expert” have the meanings given those terms by Chapter 304 of the Federal 
Personnel Manual, but do not include a physician, dentist, or allied medical spe- 
cialist whose services are procured to provide care and service to patients. 

(c) A statement of employment and financial interests required to be submitted 
under this section shall be submitted not later than the time of employment of the 
special Corporation employee. Each special Corporation employee shall keep his 
statement current throughout his employment with the Corporation by the submis- 
sion of supplementary statements. 


[31 F.R. 5751, Apr. 14, 1966, as amended at 32 F.R. 13964, Oct. 7, 1967] 


[€ 70.41] § 336.735-41 Reviewing statements and reporting conflicts of interest. 


(a) When a statement submitted under this subpart or information from other 
sources indicates a conflict between the interests of an employee or special Corpo- 
ration employee and the performance of his services for the Corporation, the Coun- 
selor designated in the regulations in this part shall investigate and dispose of the 
matter in such manner as he may deem appropriate. When the conflict or appear- 
ance of conflict is not resolved by the Counselor, the information concerning the 
conflict or appearance of conflict shall be reported to the Chairman of the Board 
of Directors. 

(b) The employee or special Corporation employee concerned shall have a 
reasonable opportunity, orally and/or in writing to explain the conflict or appear- 
ance of conflict. 


[{ 70.42] § 336.735-42 Disciplinary and other remedial actions. 


(a) A violation of the regulations in this part by an employee or special Corpo- 
ration employee may be cause for appropriate disciplinary action which may be in 
addition to any penalty prescribed by law. 

(b) When, after consideration of the explanation of the employee or special 
Corporation employee provided by § 336.735-41, the Chairman of the Board de- 
cides that remedial action is required, he shall take immediate action to end the 
conflicts or appearance of conflicts of interest. Remedial action includes, but is not 
limited to: 

(1) Changes in assigned duties; 

(2) Divestment by the employee or special Corporation employee of his con- 
flicting interest; 

(3) Disciplinary action; or 

(4) Disqualification for a particular assignment. 

Remedial action, whether disciplinary or otherwise, shall be effected in accordance 
with any applicable law, Executive orders, and regulations. 
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APPENDIX A—EMPLOYEES WHO Must FILE STATEMENTS 
SPECIFIC POSITIONS 


A Head, Associate Head or Assistant Head of a Division or Office of the Corpo- 
ration (regardless of his specific title) 

An Adviser or Assistant to the Board of Directors 

A Regional Director 

An Assistant Regional Director 


[36 F.R. 1249, Jan. 27, 1971] 


[* 70A] Unsafe and unsound banking practices 
(12 C.F.R. Part 337) 


Sec. 

337.1 Scope. 

337.2 Standby Letters of Credit. 
337.3—337.9 [Reserved.] 

337.10 Waiver. 

337.11 Effect on Other Banking Practices. 


AUTHORITY: The provisions of this Part 337 issued under sec. 9, 64 Stat. 881- 
882; 12 U.S.C. 1819. 


Source: The provisions of this Part 337 appear at 39 Fed. Reg. 29179, Au- 
gust 14, 1974, effective September 15, 1974, except as otherwise noted. 


[{ 70A.1] § 337.1 Scope. 


The provisions of this Part apply to certain banking practices which are likely to 
have adverse effects on the safety and soundness of insured State nonmember banks 
or which are likely to result in violations of law, rule, or regulation. 


{{ 70A.2] § 337.2 Standby letters of credit. 


(a) Definition. As used in this § 337.2, the term “standby letter of credit” 
means any letter of credit, or similar arrangement however named or described, 
which represents an obligation to the beneficiary on the part of the issuer (1) to 
repay money borrowed by or advanced to or for the account of the account party, 
or (2) to make payment on account of any indebtedness undertaken by the account 
party, or (3) to make payment on account of any default (including any statement 
of default) by the account party in the performance of an obligation.' The term 
“similar arrangement” includes the creation of an acceptance or similar undertaking. 

(b) Restriction. A standby letter of credit issued by an insured State non- 
member bank shall be combined with all other standby letters of credit and all 
loans for purposes of applying any legal limitation on loans of the bank (including 
limitations on loans to any one borrower, on loans to affiliates of the bank, or on 


1 As defined in this paragraph (a), the term “standby letter of credit” would not in- 
clude commercial letters of credit and similar instruments where the issuing bank expects 
the beneficiary to draw upon the issuer, which do not “guaranty” payment of a money 
obligation of the account party and which do not provide that payment is occasioned by 
default on the part of the account party. 
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aggregate loans); Provided, however, That if such standby letter of credit is sub- 
ject to separate limitation under applicable State or federal law, then the separate 
limitation shall apply in lieu of the loan limitation.” 

(c) Exceptions. All standby letters of credit shall be subject to the provisions 
of paragraph (b) of this section except where: 

(1) Prior to or at the time of issuance, the issuing bank is paid an amount 
equal to the bank’s maximum liability under the standby letter of credit; or 

(2) Prior to or at the time of issuance, the issuing bank has set aside sufficient 
funds in a segregated deposit account, clearly earmarked for that purpose, to cover 
the bank’s maximum liability under the standby letter of credit. 

(d) Disclosure. Each insured State nonmember bank must maintain adequate 
control and subsidiary records of its standby letters of credit comparable to the 
records maintained in connection with the bank’s direct loans so that at all times 
the bank’s potential liability thereunder and the bank’s compliance with this section 
337.2 may be readily determined. In addition, all such standby letters of credit 
must be adequately reflected on the bank’s published financial statements. 


{{ 70A.10] § 337.10 Waiver. 


An insured State nonmember bank has the right to petition the Board of Direc- 
tors of the Corporation for a waiver of this Part or any subpart thereof with respect 
to any particular transaction or series of similar transactions. A waiver may be 
granted at the discretion of the Board upon a showing of good cause. All such 
petitions should be filed with the Office of the Executive Secretary, Federal Deposit 
Insurance Corporation, 550 17th Street, N.W., Washington, D.C. 20429. 


{€ 70A.11] § 337.11 Effect on other banking practices. 


Nothing in this Part shall be construed as restricting in any manner the Cor- 
poration’s authority to deal with any banking practice which is deemed to be un- 
safe or unsound or otherwise not in accordance with law, rule, or regulation; or 
which violates any condition imposed in writing by the Corporation in connection 
with the granting of any application or other request by an insured State non- 
member bank, or any written agreement entered into by such bank with the Cor- 
poration. Compliance with the provisions of this Part shall not relieve an insured 
State nonmember bank from its duty to conduct its operation in a safe and sound 
manner nor prevent the Corporation from taking whatever action it deems neces- 
sary and desirable to deal with specific acts or practices which, although they do 
not violate the provisions of this Part, are considered detrimental to the safety and 
sound operation of the bank engaged therein. 


2 Where the standby letter of credit is subject to a non-recourse participation agree- 
ment with another bank or other banks, this section shall apply to the issuer and each 
participant in the same manner as in the case of a participated loan. 


{{ 70B] Fair housing lending practices 
(12 C.F.R. Part 338) 


The proposed regulations under this part intended to prohibit discrimination by 
insured state nonmember banks with granting of certain residential loans have not 
been finalized. 
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[{ 70C] Loans in areas having special flood hazards— 
regulations 
(12 C.F.R. Part 339) 


Sec. 

339.0. Introduction and scope. 

339.1. Requirement to purchase flood insurance. 

339.2. Prohibition as to loans in nonparticipating communities. 
339.3. Exemption. 

339.4. Record of compliance. 

339.5. Notice to borrower of special flood hazard. 


[{ 70C.0] § 339.0 Introduction and scope. 


The provisions of this Part 339 apply to certain loans secured by improved real 
estate made by insured State nonmember banks in areas determined by the Secre- 
tary of Housing and Urban Development to be areas having special flood hazards. 


[{ 70C.1] § 339.1 Requirement to purchase flood insurance. 


On and after the effective date of this Part 339 no insured State nonmember 
bank shall make, increase, extend, or renew any loan secured by improved real 
estate or a mobile home located or to be located in an area that has been identified 
by the Secretary of Housing and Urban Development as an area having special 
flood hazards and in which flood insurance has been made available under the 
National Flood Insurance Act of 1968, unless the building or mobile home and 


any personal property securing such loan is covered for the term of the loan by 
flood insurance in an amount at least equal to the outstanding principal balance 
of the loan or to the maximum limit of coverage made available with respect to the 
particular type of property under the Act, whichever is less. 


[{ 70C.2] § 339.2 Prohibition as to loans in nonparticipating communities. 


On and after July 1, 1975, or on and after one year following the date of official 
notification to the chief executive officer of the community! by the Secretary of 
Housing and Urban Development that the community is one containing special 
flood hazard areas, whichever is later, no insured State nonmember bank shall 
make, increase, extend, or renew any loan secured by improved real estate or a 
mobile home located or to be located in an area that has been identified by the 
Secretary of Housing and Urban Development as an area having special flood 
hazards, unless the community ' in which such area is situated is then participat- 
ing? in the national flood insurance program. 


{{ 70C.3] § 339.3 Exemption. 


Notwithstanding the provisions of section 339.1 of this Part 339, flood insurance 
shall not be required on any State-owned property that is covered under an ade- 

1 For the purposes of this Part 339, a community is a State or a political subdivision 
thereof which has building code jurisdiction over a partcular area having special flood 
hazards. 

2 For the purposes of this Part 339, a community participating in the national flood 
insurance program is a community which has complied with the requirements for partici- 
pation as set forth in section 1909.22 of the regulations of the Federal Insurance Admin- 
istration of the Department of Housing and Urban Development (24 CFR section 
1909.22) and in which flood insurance is currently being sold. 
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quate policy of self-insurance satisfactory to the Secretary of Housing and Urban 
Development who shall publish and periodically revise the list of States falling 
within the exemption provided by this section. 


[{ 70C.4] § 339.4 Records of compliance. 


Each insured State nonmember bank shall maintain, in connection with all loans 
secured by improved real estate, or a mobile home, sufficient records to indicate 
the method used by the bank to determine whether or not such loans fall within 
the provisions of section 339.1, 339.2, or 339.3 (4 2481.351—4 2481.353) of this 
Part 339. 


[{ 70C.5] § 339.5 Notice to borrower of special flood hazard. 


After September 21, 1974, each insured State nonmember bank shall, as a con- 
dition of making, increasing, extending, or renewing any loan secured by improved 
real estate or a mobile home located or to be located in an area that has been 
identified by the Secretary of Housing and Urban Development as an area having 
special flood hazards, mail or deliver as soon as feasible but not less than 10 days 
in advance of closing of the transaction (or not later than the bank’s commitment, 
if any, if the period between commitment and closing is less than 10 days) a written 
notice to the borrower that the property securing the loan is in an area so identified. 
In lieu of the notification required in this section, a bank may obtain satisfactory 
written assurances from the seller or lessor that such seller or lessor has notified 
the borrower, prior to the execution of any agreement for sale or lease, that the 
property securing the loan is in an area so identified. A bank shall require the 
borrower, prior to closing, to provide the bank with a written acknowledgement 
that the borrower realizes that the property, securing the loan or upon which a 
mobile home is or will be located, is in an area so identified. 


[* 70E] Registration of transfer agents 
(12 C.F.R. Part 341) 


Sec. 

341.1 Scope. 

341.2 Application for registration as transfer agent. 
341.2-341.9 [Reserved]. 

341.10 Form of registration as a transfer agent (Form TA-1). 


AvuTHoRITY: The provisions of this part are adopted pursuant to Sections 2, 17, 
17A, and 23(a) of the Securities Exchange Act of 1934. 

SourcE: The provisions of this part appear at 40 F.R. 50508, Oct. 30, 1975. 

[The following release accompanying the issue of the regulation, which is ex- 
planatory thereof, is added.] 

1. On August 28, 1975, the Federal Deposit Insurance Corporation (“Corpora- 
tion”) requested public comment on a proposed Part 341 of its regulations respect- 
ing registration of State nonmember bank transfer agents and their subsidiaries (12 
C.F.R. Part 341). The proposed regulation was published as a Notice of Proposed 
Rulemaking in the Federal Register on September 4, 1975 (40 F.R. 40856-40857, 
40860-40863). All interested parties were invited to submit their written data, 
views and arguments thereon by September 30, 1975. The comments having been 
considered, the Board of Directors of the Federal Deposit Insurance Corporation 
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has adopted Part 341 and related Form TA-1 (12 C.F.R. Part 341) under the 
Securities Exchange Act of 1934 (“the Act”). The rule and form set forth the pro- 
cedures under which transfer agents subject to the registration requirements under 
the Act and for which the Corporation is the appropriate regulatory agency, as de- 
fined in Section 3(a) (34) (B) of the Act ', will register with the Corporation. 

Each federal bank regulatory agency and the Securities and Exchange Commis- 
sion is publishing, concurrently with the publication of this rule and registration 
form, a substantially similar rule and an identical registration form for transfer 
agents which are required to register with that agency. 


Background 


As amended by the Securities Acts Amendments of 1975 (the “1975 Act’), 
which was signed into law on June 4, 1975,* the Act provides for federal regulation 
of the securities handling process, including clearing agencies, depositories, and 
transfer agents, with a view to facilitating the establishment of a national system for 
the prompt and accurate clearance and settlement of securities transactions. 

Pursuant to Section 17A(c) of the Act, a transfer agent must register with the 
appropriate regulatory agency if it performs the functions of a transfer agent with 
respect to any security registered under Section 12 of the Act or which would be 
required to be so registered except for the exemption from registration provided by 
subsections (g)(2)(B) or (g)(2)(G) of that Section. Such registration must be 
effective on December 1, 1975; * otherwise, it shall be unlawful for any transfer 
agent subject to the registration requirements but not so registered, directly or in- 
directly to make use of the mails or any means or instrumentality of interstate com- 
merce to perform the function of a transfer agent with respect to such securities. 

Under Section 17A(c) of the Act, a transfer agent subject to the registration re- 
quirements registers by filing with the appropriate regulatory agency for such transfer 
agent an application for registration containing information and documents pre- 
scribed by the appropriate regulatory agency. Registration of a transfer agent be- 
comes effective thirty days after receipt of the application for registration by the 
appropriate regulatory agency, unless the appropriate regulatory agency takes af- 
firmative action to accelerate, deny or postpone the registration in accordance with 
the provisions of Section 17A(c) of the Act. 

A transfer agent which is subject to the registration requirements and which is a 
national bank or a subsidiary of any such bank or a bank operating under the Code 
of Law for the District of Columbia or a subsidiary of any such bank is required to 
register with the Comptroller of the Currency. A transfer agent which is subject to the 


1 Section 3(a)(34)(B) of the Act defined the term “appropriate regulatory agency” 
when used with respect to a clearing agency or transfer agent to be: 
“(i) the Comptroller of the Currency, in the case of a national bank or a bank 
operating under the Code of Law for the District of Columbia, or a subsidiary of 
any such bank; 
“(ii) the Board of Governors of the Federal Reserve System, in the case of a State 
member bank of the Federal Reserve System, a subsidiary thereof, a bank holding 
company, or a subsidiary of a bank holding company which is a bank other than a 
bank specified in clause (i) or (iii) of this subparagraph; 
“(iii) the Federal Deposit Insurance Corporation, in the case of a bank insured by 
the Federal Deposit Insurance Corporation (other than a member of the Federal 
Reserve System), or a subsidiary thereof; and 
“(iv) the Commission in the case of all other clearing agencies and transfer agents.” 
2 Pub. L. 94-29 (June 4, 1975). 
3 See Section 31(a) of the 1975 Act. 
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registration requirements and which is a State member bank of the Federal Reserve 
System or a subsidiary of any such bank, a bank holding company or a subsidiary 
of a bank holding company which is a bank * (other than a bank which is required 
to register with the Comptroller of the Currency or the Federal Deposit Insurance 
Corporation) is required to register with the Board of Governors of the Federal 
Reserve System. A transfer agent which is subject to the registration requirements 
and which is a State chartered bank insured by the Federal Deposit Insurance Cor- 
poration (other than a bank which is a member bank of the Federal Reserve System) 
or a subsidiary thereof is required to register with the Federal Deposit Insurance 
Corporation. All other transfer agents which are subject to the registration require- 
ments are required to register with the Securities and Exchange Commission. 


Definition of the Term “Transfer Agent” 


The term “transfer agent” is defined in Section 3(a) (25) of the Act to mean any 
person who engages on behalf of an issuer of securities or on behalf of itself as an 
issuer of securities in (i) countersigning such securities upon issuance, (ii) monitor- 
ing the issuance of such securities with a view to preventing unauthorized issuance, 
a function commonly performed by a person called a registrar, (iii) registering the 
transfer of such securities, (iv) exchanging or converting such securities, or (v) 
transferring record ownership of securities by bookkeeping entry without physical 
issuance of securities certificates. The term “transfer agent” does not include any 
insurance company or separate account which performs such functions solely with 
respect to variable annuity contracts or variable life policies which it issues or any 
registered clearing agency which performs such functions solely with respect to 
options contracts which it issues. 

Section 17A(c) of the Act would preclude a person from performing any transfer 
agent functions set forth in Section 3(a)(25) of the Act with respect to certain se 
curities unless such person were registered as a transfer agent with the appropriate 
regulatory agency. Thus, an issuer who preforms any one or more of the specified 
transfer agent functions in Section 3(a)(25) of the Act with respect to certain se- 
curities, even if it employs a transfer agent to perform other specified transfer agent 
functions, would itself be required to register under the Act. For example, an issuer 
who engages a transfer agent to countersign certificates, monitor the issuance of cer- 
tificates, and prepare for the issuer information to enable the issuer himself to record 
the transfer of the securities on the corporate shareholder records would also be re- 
quired to register since the issuer himself would be performing the function of regis- 
tering the transfer of such securities on the corporate shareholder records, a transfer 
agent function. 


Part 341 


Part 341 requires a transfer agent for which the Corporation is the appropriate 
regulatory agency to apply for registration with the Corporation on, and in accor- 
dance with the instructions contained in, Form TA-1. Registration shall become 
effective on the thirteenth day after filing unless the Corporation takes affirmative 
action to accelerate, deny or postpone such registration. The rule further provides 
that the filing of any amendment to an application for registration, which has not 
become effective, will postpone the effective date of the registration until the thir- 
tieth day after the date on which the amendment was filed, unless the Corporation 


4 Section 3(a)(34) of the Act provides that for purposes of that section the terms 
“bank holding company” and “subsidiary of the bank holding company” have the mean- 
ings given them in Section 2 of the Bank Holding Company Act of 1956. 
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takes affirmative action to accelerate, deny or postpone the registration in accordance 
with the Act. 

The rule as adopted also requires Items 1-6 of Form TA-1 to be amended 
twenty-one calendar days following the date on which such information becomes 
inaccurate, misleading or incomplete. Information as to the issues which the regis- 
trant services must be updated within thirty calendar days following the close of any 
calendar year (beginning with the period from the date as of which registrant’s 
application is prepared to December 31, 1976) during which the information has 
become inaccurate, misleading or incomplete. 

Finally, every registration or amendment filed pursuant to Part 341 constitutes 
a “report” or “application” within the meaning of Sections 17, 17A(c), and 32(a) 
of the Act. 


Corporation Acceleration of Registration Filed on or Prior to November 17, 1975 


Under Section 17A(c)(2) of the Act, an application for registration filed by a 
transfer agent with the appropriate regulatory agency shall be effective thirty days 
after receipt of such application by such appropriate regulatory agency or within 
such shorter period of time as such appropriate regulatory agency may determine. 
Section 17A(c) of the Act, as made effective by Section 31(a) of the 1975 Act, 
would make it unlawful on or after December 1, 1975, for any transfer agent, unless 
registered with the appropriate regulatory agency, to make use of the mails or any 
means or instrumentality of interstate commerce to perform the function of a transfer 
agent with respect to certain securities. Absent an order accelerating the effective- 
ness of registration, transfer agents required to register must file an application for 
registration with the appropriate regulatory agency before November 1, 1975. 

in view of the fact that Part 341 and related Form TA-—1 have just been adopted 
and that there may be a brief delay in circulating Form TA-—1 to all interested parties, 
the Corporation has determined that to require transfer agents to file Form TA-1 
before November 1, 1975 would not be practicable. 

Accordingly, the Corporation intends to accelerate the effectiveness of any prop- 
erly completed application for registration on Form TA-1 which is filed on or before 
November 17, 1975, unless affirmative action is taken to deny or postpone such 
registration in accordance with the provisions of the Act. In addition, an amend- 
ment to a Form TA-1 which was properly completed and filed on or before Novem- 
ber 17, 1975 shall not operate to postpone the effective date of the registration. 


Receipt of Form TA-I by the Corporation 


Procedurally, with respect to an application for registration on Form TA-1 filed 
pursuant to Part 341, in general, the Corporation will acknowledge receipt of Form 
TA-1 and such registration will become effective either on the thirteenth day after 
filing or for applications filed on or before November 17, 1975, on December 1, 
1975, unless the registrant receives notification that such registration has not become 
effective for any reason. 


Form TA-1 


Form TA-1 as adopted has been revised and reorganized to clarify its require- 
ments and simplify the registration process. It continues to be a common form for 
the registration of all transfer agents. 

The Form is designed to identify and to provide the Corporation with basic in- 
formation regarding the size and nature of the registrant’s transfer agent activities 
and to assure the development of appropriate regulatory standards. 

The information requested includes the name of the registrant, the address of the 
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principal place of the registrant’s business, the address of the principal office(s) for 
transfer agent activities, the name of the person in charge of the registrant’s transfer 
agent activities, the registrant’s form of organization, and the types of transfer agent 
activities engaged in by the registrant. 

The form has been revised to require only the names of the issues for which the 
registrant acts and the capacity in which the registrant acts. Disclosure of the iden- 
tity of others with whom the registrant acts for an issue (e.g., a transfer agent, a 
co-transfer agent, a registrar or a co-registrar of the issue) would not be required of 
the registrant. An update of these issues would be required annually where the 
information becomes inaccurate, incomplete or misleading and would be accom- 
plished by filing Schedule B to Form TA~-1. 

The form would also require information related to the registrant’s insurance 
coverage related solely to transfer agent activities, whether or not the registrant is 
audited, and the number of employees engaged in transfer agent activities. 

The information requested on differences and out of proof issues has been revised 
to clarify the information required. 


Statutory Basis 


Part 341 and Form TA-1 are adopted pursuant to Sections 2, 17, 17A and 23(a) 
of the Securities Exchange Act of 1934. 

2. Title Twelve of the Code of Federal Regulations is amended by adding a new 
Part 341 which reads as follows: 


[€ 70E.1] § 341.1 Scope. 


The requirements of this part are adopted pursuant to Sections 2, 17, 17A and 
23(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78) (the “Act”) and 
apply to all State nonmember banks, or subsidiaries of such banks, that act as trans- 
fer agent for securities registered under Section 12 of the Securities Exchange Act 
of 1934 (15 U.S.C. 78), or for securities which would be required to be registered 
except for the exemption from registration contained in subsections (g)(2)(B) or 
(g)(2)(G) of Section 12 of that Act (which subsections relate to securities of in- 
vestment companies and insurance companies). 


[€ 70E.2] § 341.2 Application for registration as transfer agent. 


(a) Requirement of Application. An application for registration, pursuant to 
Section 17A(c) of the Act, of a transfer agent for which the Corporation is the 
appropriate regulatory agency, as defined in Section 3(a) (34) (B) of the Act, shall 
be filed with the Corporation on Form TA-1, in accordance with the instructions 
contained therein and shall become effective on the thirtieth day following the date 
on which the application is filed unless the Corporation takes affirmative action to 
accelerate, deny or postpone such registration in accordance with the provisions of 
Section 17A(c) of the Act. 

(b) Effective Date. The filing of any amendment to an application for registra- 
tion as a transfer agent pursuant to paragraph (a) of this Section, which registration 
has not become effective, shall postpone the effective date of the registration until 
the thirteenth day following the date on which the amendment is filed unless the Cor- 
poration takes affirmative action to accelerate, deny or postpone the registration in 
accordance with the provisions of Section 17A(c) of the Act. 

(c) Required Amendments. Within thenty-one calendar days following the date 
on which any information reported at Items 1-6 of Form TA—1 becomes inaccurate, 
misleading or incomplete, the registrant shall file an amendment on Form TA-1 
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correcting the inaccurate, misleading or incomplete information. Within thirty cal- 
endar days following the close of any calendar year (beginning with the period from 
the date as of which registrant’s application is prepared to December 31, 1976) 
during which the information required by item 7 of Form TA-1 becomes inaccurate, 
misleading or incomplete, the registrant shall file an amendment on Form TA-1 
correcting the inaccurate, misleading or incomplete information. 

(d) Constitute Reports. Every registration or amendment filed pursuant to this 
rule shall constitute a “report” or “application” within the meaning of Sections 17, 
17A(c) and 32(a) of the Act. 


[{{ 70E.3-70E.9] §§ 341.3-341.9 [Reserved]. 


[{ 70E.10] § 341.10 Form for Registration as a Transfer Agent (Form TA-1) 


INSTRUCTIONS FOR USE OF FORM TA-1 


UNIFORM FORM FOR REGISTRATION AS A TRANSFER AGENT 
AND FOR AMENDMENT TO REGISTRATION AS A TRANSFER AGENT 
PURSUANT TO SECTION 17A OF THE SECURITIES EXCHANGE ACT 

OF 1934 (the “Act”) 


I. General Instructions for Preparing and Filing Form TA-I 


1. Form TA-1 is to be used by transfer agents to apply for registration and 
to amend registration with the Board of Governors of the Federal Reserve 
System, the Comptroller of the Currency, the Federal Deposit Insurance 


Corporation or the Securities and Exchange Commission. As used here- 
inafter, the terms “Form TA-1” includes the form and any required 
schedules and attachments thereto. 


. Transfer agents should register as follows: 


A. A national bank or a subsidiary of any such bank or a bank operating 
under the Code of Law for the District of Columbia or a subsidiary of 
any such bank registers with the Comptroller of the Currency. 

. A State member bank of the Federal Reserve System or a subsidiary 
of any such bank or a bank holding company or a subsidiary of a bank 
holding company which is a bank (other than a bank which is required 
to register with the Comptroller of the Currency or the Federal Deposit 
Insurance Corporation) registers with the Board of Governors of the 
Federal Reserve System. 

. A bank insured by the Federal Deposit Insurance Corporation (other 
than a bank which is a member bank of the Federal Reserve System) 
or a subsidiary thereof registers with the Federal Deposit Insurance 
Corporation. 

D. All other transfer agents register with the Securities and Exchange 
Commission. 


. Transfer agents are required to file six completed copies of Form TA-1 
with the appropriate regulatory agency, as described in instruction 2 im- 
mediately above, in accordance with the following instructions: 

A. For transfer agents registering with the Comptroller of the Currency, 
six copies of Form TA-1 are to be filed with the Office of the Comp- 
troller of the Currency, Administrator of National Banks, Washington, 
D.C. 20219. 
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B. For transfer agents registering with the Board of Governors of the 
Federal Reserve System, four copies of Form TA-1 are to be filed 
with the Board of Governors of the Federal Reserve System, Wash- 
ington, D.C. 20551, and two copies of Form TA-1 are to be filed 
with the Federal Reserve Bank of the District in which registrants’ 
principal banking operations are conducted. 

For transfer agents registering with the Federal Deposit Insurance 
Corporation, six copies of Form TA—1 are to be filed with the Federal 
Deposit Insurance Corporation, Washington, D.C. 20429. 

. For transfer agents registering with the Securities and Exchange Com- 
mission, six copies of Form TA—1 are to be filed with the Securities 
and Exchange Commission, Washington, D.C. 20549. 


An exact copy of Form TA-—1 should be retained for your records. 

. The date on which a Form TA-—1 is received by the appropriate regulatory 
agency shall be the date of filing thereof if all the requirements with respect 
to filing have been complied with. A Form TA-1 which is not prepared 
and executed in compliance with applicable requirements may be returned 
as not acceptable for filing. However, acceptance of Form TA-—1 shall not 
constitute any finding that it has been filed as required or that the in- 
formation submitted is true, current, or complete. 

. Copies of Form TA-—1 and Schedules A and B may be duplicated and are 
acceptable for filing provided an original, manual signature is affixed to 
the execution section of each copy. Except as set forth in instruction 20, 
Form TA-1 and Schedules A and B may be duplicated by any method 
producing legible copies, of type size identical to that in the Form, on good 
quality, unglazed, white paper, 82 x 11 inches in size. 

If Form TA-—1 is filed by a corpoartion, it shall be signed in the name of 
the corporation by a principal officer duly authorized; if it is filed other 
than by a corporation, it shall be signed by a duly authorized principal of 
the organization filing the Form. As used in this Form, principal officer 
means the chairman of the board of directors, vice chairman of the board 
of directors, chairman of the executive committee, president, vice presi- 
dent, treasurer, secretary, comptroller, or any other person performing a 
similar function. 

If the space provided for any answer on Form TA-1 is insufficient, the 
complete answer shall be prepared on Schedule A, which shall be attached 
to the Form. 

. Individuals’ names, except for executing signatures, shall be given in full 
wherever required (last name, first name, middle name). The full middle 
name is required. Initials are not acceptable unless the individual legally 
has only an initial. 

. Unless the context otherwise requires, “registrant” means the entity on 
whose behalf Form TA—1 is filed, whether as a registration or as an amend- 
ment to a previously filed Form TA-1. 


. The information contained in Form TA-—1 shall be amended upon the hap- 
pening of certain events (See instruction 15 relating to amendments to 
Form TA-1). 

. Section 17(c)(1) of the Act, among other things, requires every transfer 


agent who files a registration form or amendment thereto with the Board of 
Governors of the Federal Reserve System, the Comptroller of the Cur- 
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rency or the Federal Deposit Insurance Corporation to file a copy of such 
registration form or amendment with the Securities and Exchange Com- 
mission. The Securities and Exchange Commission and the federal bank 
regulatory agencies have developed procedures pursuant to which the fed- 
eral bank regulatory agencies will transmit a copy of any registration form 
or amendment filed with them to the Securities and Exchange Commission. 
Accordingly, such filings with the federal bank regulatory agencies by 
transfer agents for which the Securities and Exchange Commission is not 
the appropriate regulatory agency will constitute filings with the Securities 
and Exchange Commission for purposes of Section 17(c)(1) of the Act. 

. The term “transfer agent” is defined in Section 3(a)(25) of the Act to 
mean any person who engages on behalf of an issuer of securities or on 
behalf of itself as an issuer of securities in (i) countersigning such securi- 
ties upon issuance; (ii) monitoring the issuance of such securities with a 
view to preventing unauthorized issuance, a function commonly performed 
by a person called a registrar, (iii) registering the transfer of such securi- 
ties, (iv) exchanging or converting such securities, or (v) transferring rec- 
ord ownership of securities by bookkeeping entry without physical issuance 
of securities certificates. The term “transfer agent” does not include any 
insurance company or separate account which performs such functions 
solely with respect to variable annuity contracts or variable life policies 
which it issues or any registered clearing agency which performs such 
functions solely with respect to options contracts which it issues. 

. In response to any item (except item 7(a)) of Form TA-1 which requires 
information about “transfer agent activities,” “transfer agent functions,” 
“transfer agent operations,” “securities” or “issues,” the response should 
encompass all securities (e.g., municipal securities, debt securities, pre- 
ferred stock, common stock) for which registrant acts as transfer agent, 
as defined in Section 3(a)(25) of the Act. The response should not be 
limited to securities registered under Section 12 of the Act or which would 
be required to be registered except for the exemption from registration 
provided by subsection (g)(2)(B) or (g)(2)(G) of Section 12 of the 
Act. (See instruction 19 in responding to item 7 of Form TA-1). 


Il. Instructions Relating to Filing Form TA-I as a Registration Form 


14. If form TA-—1 is being filed as a registration form, all applicable items 
are required to be answered in full. If any item is not applicable, respond 
with “none” or “N/A” (not applicable), as appropriate. 


Ill. Instructions Relating to Filing Form TA-—I as an Amendment to a 
Registration Form 


15. Within twenty-one calendar days following the date on which information 
reported at items 1-6 of Form TA--1 becomes inaccurate, incomplete or 
misleading, the registrant shall file an amendment on Form TA-—1 correct- 
ing the inaccurate, incomplete or misleading information. Within thirty 
calendar days following the close of any calendar year (beginning with the 
period from the date as of which registrant’s application is prepared to 
December 31, 1976) during which the information required by item 7 of 
Form TA-~—1 becomes inaccurate, incomplete or misleading, the registrant 
shall file an amendment on Form TA-1 correcting the inaccurate, incom- 
plete or misleading information. The information reported at items 8—12 
of Form TA-—1 need not be amended after registration has become effective. 
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If an item is amended, the registrant must answer all other items on the 
page on which the amended item appears and must file six copies of the 
page, each with an updated and properly completed execution page. Un- 
less a schedule or an attachment is being amended, it is not necessary to 
file a new schedule or attachment pertaining to an unamended item on a 
page which is filed because such page contains an amended item. 


IV. Instructions as to SPECIFIC ITEMS on Form TA-1 


17. 


18. 


19. 


Item 1—Indicate the agency with which Form TA-—1 is to be filed and 
whether the Form is filed as a registration or an amendment. 

Item 2(a)—Include a street address; a post office box number alone is 
not acceptable. 

Item 7(a)—At the option of registrant, the response to this item may be 
limited to “issues” or “securities” registered under Section 12 of the Act 
or which would be required to be registered except for the exemption from 
registration provided by subsection (g)(2)(B) or (g)(2)(G) of Section 
12 of the Act. 


V. Instruction Relating to Schedule B of Form TA-I 


20. 


Six copies of a facsimile of a computer run providing the information called 
for by Schedule B may be attached if the facsimile is in the format called 
for by Schedule B, the type size is legible, and the facsimile is reduced to 
8% x 11 inches in size. 


. Schedule B shall be amended by filing six copies, showing all additions 


and deletions and so designating them. Each copy shall be filed with an 
updated and properly completed execution page. Any change in the capac- 
ity in which the registrant acts for an issue shall be shown both as a dele- 
tion of all capacities previously set forth for the issue and as an addition 
showing the corrected capacity or capacities in which the registrant acts 
for the issue. 


Vl. Notice 


oie) 


Under Sections 17, 17A(c) and 23(a) of the Securities Exchange Act of 
1934 and the rules and regulations thereunder, the Board of Governors 
of the Federal Reserve System, the Comptroller of the Currency, the Fed- 
era! Deposit Insurance Corporation and the Securities and Exchange Com- 
mission (“the appropriate regulatory agency”) are authorized to solicit the 
information required to be supplied by this Form from applicants for 
registration as a transfer agent. Disclosure to the appropriate regulatory 
agency of the information requested in Form TA-—1 (except for the dis- 
closure by an individual registrant of his social security number as an 
IRS Employee Identification Number, which is voluntary) is a prerequi- 
site to the processing of applications for registration as a transfer agent. 
The information will be used for the principal purpose of determining 
whether the appropriate regulatory agency should allow an application for 
registration to become effective or should deny, accelerate or postpone 
registration to an applicant. Social security numbers, if furnished, will be 
used only to assist the appropriate regulatory agency in identifying appli- 
cants and, therefore, in promptly processing applications. Information 
supplied on this Form will be included routinely in the public files of the 
appropriate regulatory agency and will be available for inspection by any 
interested person. 
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{ FORM TA-1 


EXECUTION PAGE OFFICIAL USE 


UNIFORM FORM FOR REGISTRATION AS A 
TRANSFER AGENT AND FOR AMENDMENT TO 
REGISTRATION AS A TRANSFER AGENT PURSUANT 
TO SECTION 17A OF THE SECURITIES EXCHANGE 
ACT OF 1974 


General: Form TA-1 is to be used to register as a transfer agent and to amend 
registration as a transfer agent with the Board of Governors of the Federal 
Reserve System, the Comptroller of the Currency, the Federal Deposit Insur- 
ance Corporation or the Securities and Exchange Commission pursuant to 
Section 17A of the Securities Exchange Act of 1934 (the “Act”). Read all 
instructions before preparing the Form. Please print or type all responses. 


This Form is filed with 
(name of agency) 
A registration [] An amendment [J 


2.(a) Exact name, principal business address, mailing address, if different, and 
telephone number of registrant: 


Full name of registrant: IRS Empl. Ident. No.: 


EXECUTION: The Registrant submitting this Form, any Schedules and 
any attachments and the person by whom it is executed represent hereby 
that all information contained herein is true, current and complete. It is 
understood that all required items, Schedules and attachments are integral 
parts of this Form and that the submission of any amendment to items 1-6 
represents that all unamended parts of items 1-6 and any Schedules and 
any attachments to items 1-6 remain true, current and complete as pre- 
viously submitted. An amendment to item 7 and Schedule B and any at- 
tachments thereto represents that all unamended parts of item 7 and Sched- 
ule B and any attachments thereto and items 1-6 and any Schedules and 
attachments thereto remain true, current and complete as previously sub- 
mitted. 


Registrant agrees and consents that the notice of any proceeding under 
Section 17A of the Act involving registrant by the Board of Governors of 
the Federal Reserve System, the Comptroller of the Currency, the Federal 
Deposit Insurance Corporation or the Securities and Exchange Commission 
may be given by sending such notice by registered or certified mail or con- 
firmed telegram to the registrant at the address of its principal office for 
transfer agent activities as given in response to item 2(b), “Attention Of- 
ficer in Charge of Transfer Agent Activities.” If more than one office is 
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listed in item 2(b), the first office listed shall constitute the principal office 
for purposes of the aforementioned notice. 


Dated day of 19. 


(Name of Transfer Agent) 


(Manual Signature of Principal Officer or duly authorized Principal) 


(Title) 








ATTENTION: Intentional misstatements or omissions of fact constitute | 
Federal Criminal Violations (See 18 U.S.C. 1001 and 
15 U.S.C. 78ff(a)). 





FORM TA-1 Page 1 





Name under which transfer agent activities are conducted, if different: 


If name of registrant is hereby amended, state name under which registered 
previously: 


If name under which transfer agent activities are conducted is hereby 
amended, state name given previously: 


Address of registrant’s principal place of business: 


Number and Street City State 





Mailing Address, if different: 





Number and Street City 








Telephone Number: 





(Area Code) (Telephone Number) 





Address of Principal Office(s) for Transfer Agent Activities: 
1, 


-- 


a 





Number and Street 








Name, title and telephone number of person in 
charge of registrant’s transfer agent activities: 
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Name 


Telephone Number: 


(Area Code) (Telephone Number) 


If registrant is a corporation or a national association: 


Date on which registrant became incorporated or was organized and juris- 
diction in which incorporated or under which it is organized: 


DATE: JURISDICTION: 


If registrant is not a corporation or a national association, describe on Sched- 
ule A the form of organization under which registrant conducts its business 
and identify the jurisdiction in which registrant is organized. 


TA-1 Page 2 


Does registrant have any arrangement with any person other than an issuer 
or a transfer agent, as defined in Section 3(a) (25) of the Act, under which, 
with regard to registrant’s transfer agent functions, such other person 
processes, keeps or maintains any records or accounts of registrant or issuers 
relating to transfer agent functions? 


Yes (1 No [J 


If the answer is “yes”, furnish on Schedule A, as to each such arrangement, 
the full name and principal business address of the other person and a brief 
summary of each such arrangement. As used in this question the term 
“person” includes any individual, corporation, partnership, association, 
joint stock company, business trust, unincorporated organization, or any 
other entity. 


Does registrant act as a transfer agent solely for its own securities? 
Yes [] No [J 


Does registrant act as transfer agent solely for securities of a person, as de- 
fined in item 4 of Form TA-—1, that controls, or is controlled by, or is under 
common control with, the registrant? 


Yes 1 No (J 
Check below types of business activities engaged in by registrant: 
(a) Countersigning securities upon issuance 


(b) Monitoring the issuance of securities with a view to preventing 
unauthorized issuance, a function commonly performed by a 
person called a registrar 


(c) Registering the transfer of securities 


(d) Exchanging or converting securities 


(e) Transferring record ownership of securities by bookkeeping entry 
without physical issuance of securities certificates 
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(f) Activities related to transfer agent functions: 
(1) Acting as dividend disbursing agent or paying agent 
(2) Effecting dividend reinvestment 
(3) Processing stock subscriptions 
(4) Mailing of stockholders notices, proxies and other materials [] 


TA-1 Page 3 


In accordance with instruction 19, list on Schedule B issues serviced as 
transfer agent in the following capacities, as these terms are commonly used 
in the transfer agent industry: transfer agent, co-transfer agent, registrar 
or co-registrar. 

Does Schedule B include only securities registered pursuant to Section 12 
of the Act, or securities which would be required to be registered except for 
the exemption from registration contained in subsection (g)(2)(B) or 
(g)(2)(G) of Section 12 of the Act? 


Yes 0 No [] 
State the total number of issues serviced as a transfer agent which are not 
set forth in Schedule B. 
If registrant is not a bank insured by the Federal Deposit Insurance Cor- 
poration, please answer items (a) and (b) below: 
(a) Are the registrant’s transfer agent activities subject to regulation by 


an agency of a state or political subdivision. (If yes, specify name of 
agency.) 


Yes [J No [1] 


Name of State or Political Subdivision Name of Agency 


(b) Have the registrant’s transfer agent activities been the subject of peri- 
odic examinations by an agency of a state or political subdivision? 
(If yes, specify name of agency.) 


Yes (J No [] 


Name of State or Political Subdivision Name of Agency 


Is registrant audited by an independent public accountant? 


Yes [1] No [] 


If registrant is audited by an independent public accountant, does the audit 
include a review of internal controls related to transfer agent activities? 


Yes FJ No [] 
Mo. Day 
Fiscal year of registrant: 
How many full-time and part-time employees does registrant have engaged 
in transfer agent activities? 
1. Full-Time 2. Part-Time 


(b) How many years has registrant performed transfer agent activities? 
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(c) Indicate the average monthly number of certificates registrant issued during 
each of the following calendar quarters: (Indicate by an asterisk (*) placed 
adjacent to the number reported whether any original issues occurred in 
any period requested below): 


Average Monthly 
Number of Certificates 
Period Issued 


1. October 1, 1974—December 31, 1974 
2. January 1, 1975—March 31, 1975 

3. April 1, 1975-June 30, 1975 

4. July 1, 1975—September 30, 1975 





FORM TA-1 Page 4 





11.(a) With regard to transfer agent activities, provide the following information 
regarding the type of insurance carried or provided: 


Amount Amount 
of Coverage of Deductible 


~ 
= 


Type of Insurance 


. Blanket Bond 

. Fidelity 

. Errors and Omissions 

. Mail Policy 

Air Courier 

. Lost Instrument 

. Other Insurance 
related solely to 
transfer agent activities 
(Please specify on Schedule A) 


1 
2 
3 
4 
a 
6 
7 





OOOOOO0O0 
OOOOOO0O0 


(b) If registrant’s transfer activities are not covered by any insurance, has pro- 
vision been made for self-insurance? 


Yes (J No [] 


If yes, indicate on Schedule A the provisions made for self-insurance (e.g., 
accounting reserve or funded reserve) and the amount thereof. 


What are registrant’s internal policies and procedures for reconciling differ- 
ences (including clerical and posting errors and out-of-proof conditions) 
in its transfer agent operations? 

(Describe on Schedule A.) 


Indicate, as of September 30, 1975, the number of issues, if any, out-of- 
proof beyond thirty calendar days, and for each issue, identify the issue 
and state the number and market value of the shares or debt securities by 
which the issue is out-of-proof. (Attach Schedule A.) 


An out-of-proof condition exists if the total number of all securities reflected 
in the stockholder or debt holder records differs from the total number of 
shares or debt securities issued and outstanding pursuant to corporate action. 
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SCHEDULE A OF FORM TA-1 


. Full name of Registrant exactly as stated in Item 2(a) of Form TA-1. 


. Item of Form 
(Identify) 
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3. The Corporation has adopted Part 341 and related Form TA~1 effective 
November 1, 1975 having found, in accordance with the Administrative Procedure 
Act, 5 U.S.C. 553(d) and Section 302.6 of the Federal Deposit Insurance Corpo- 
ration’s rules and regulations (12 C.F.R. § 302.6), that such action is necessary 
in order to provide an orderly and timely procedure for the registration of transfer 
agents. 


4. Effective Date: November 1, 1975. 
By order of the Board of Directors, October 21, 1975. 
FEDERAL DEPOSIT INSURANCE CORPORATION 


By: /s/ Alan R. Miller 


Alan R. Miller 
Executive Secretary 


[€ 71] Rules of practice and procedures applicable to proceed- 
ings relating to cease-and-desist orders 
(12 C.F.R. Part 19) 


Scope. 

Grounds for cease-and-desist orders. 
Notice of charges and hearing. 
Issuance of order. 

Effective date. 

Temporary cease-and-desist orders. 
Effective date of temporary order. 
Representation and suspension. 
Notice of hearing. 

Answer. 

Conduct of hearings. 

Subpenas. 

Rules of evidence. 

Motions. 

Proposed findings and conclusions and recommended decision. 
Exceptions. 

Briefs. 
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19.18 Oral argument before the Comptroller. 
19.19 Notice of submission to the Comptroller. 
19.20 Decision of Comptroller. 

19.21 Filing papers. 

19.22 Service. 

19.23 Copies. 

19.24 Computing time. 

19.25 Documents in proceedings confidential. 
19.26 Formal requirements as to papers filed. 


AUTHORITY: The provisions of this Part 19 issued under 80 Stat. 383, 1051; 
5 U.S.C. 553, 12 U.S.C. 1818. 


Source: The provisions of this Part 19 appear at 32 F.R. 11136, Aug. 1, 1967, 
unless otherwise noted. 


[{ 71.1] § 19.1 Scope. 


The rules and procedures set forth in this part are applicable to proceedings by 
the Comptroller of the Currency to determine whether to order a national bank or 
a District bank to cease and desist from practices and violations described in sec- 
tion 8 of the Federal Deposit Insurance Act (12 U.S.C. 1818), as amended, and 
enumerated in § 19.2. The procedures for issuing such orders prescribed in sec- 
tion 8 of such Act will be followed and hearings required thereunder will be con- 
ducted in accordance with the rules and procedures set forth in this part. 


{{ 71.2] § 19.2 Grounds for cease-and-desist orders. 


If, in the opinion of the Comptroller of the Currency, any national bank or Dis- 
trict bank is engaging in or has engaged, or the Comptroller of the Currency has 
reasonable cause to believe that the bank is about to engage, in an unsafe or 
unsound practice in conducting the business of such bank, or is violating or has 
violated, or the Comptroller has reasonable cause to believe that the bank is about 
to violate, a law, rule, or regulation, or any condition imposed in writing by the 
Comptroller in connection with the granting of an application or other request by 
the bank, or any written agreement entered into with the Comptroller, the Comp- 
troller may issue and serve upon the bank a notice of charges in respect thereof. 


[{ 71.3] § 19.3 Notice of charges and hearing. 


The notice referred to in § 19.2 shall contain a statement of the facts constituting 
the alleged violation or violations or the unsafe or unsound practice or practices, 
and shall fix a time and place at which a hearing will be held to determine whether 
an order to cease and desist therefrom should issue against the bank. Such hearing 
shall be set for a date not earlier than 30 days nor later than 60 days after service 
of such notice unless an earlier or a later date is set by the Comptroller at the 
request of the bank. Unless the bank appears at the hearing by a duly authorized 
representative, it shall be deemed to have consented to the issuance of the cease-and- 
desist order. 


[{ 71.4] § 19.4 Issuance of order. 


In the event of the consent described in § 19.3, or if upon the record made at 
any such hearing, the Comptroller finds that any violation or unsafe or unsound 
practice specified in the notice of charges has been established, the Comptroller 
may issue and serve upon the bank an order to cease and desist from any such 
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violation or practice. Such order may, by provisions which may be mandatory or 
otherwise, require the bank and its directors, officers, employees, and agents to 
cease and desist from the same and to take affirmative action to correct the condi- 
tions resulting from any such violation or practice. 


[{ 71.5] § 19.5 Effective date. 


A cease-and-desist order shall become effective at the expiration of 30 days after 
the service of such order upon the bank (except in the case of a cease-and-desist 
order issued upon consent, which shall become effective at the time specified 
therein), and shall remain effective and enforceable as provided therein, except 
to such extent at it is stayed, modified, terminated, or set aside by action of the 
Comptroller or a reviewing court. 


[{ 71.6] § 19.6 Temporary cease-and-desist orders. 


Whenever the Comptroller determines that the violation or threatened violation 
or the unsafe or unsound practice or practices, specified in the notice of charges 
served upon the bank and referred to in § 19.3, or the continuation thereof, is 
likely to cause insolvency or substantial dissipation of assets or earnings of the 
bank, or is likely to otherwise seriously prejudice the interests of its depositors, 
the Comptroller may issue a temporary order requiring the bank to cease and desist 
from any such violation or practice. 


{{ 71.7] § 19.7 Effective date of temporary order. 


Such order referred to in § 19.6 shall become effective upon service upon the 


bank and, unless set aside, limited, or suspended by a court in proceedings autho- 
rized under section 8 of the Federal Deposit Insurance Act, as amended, shall 
remain effective and enforceable pending the completion of the administrative pro- 
ceedings held pursuant to such notice and until such time as the Comptroller shall 
dismiss the charges specified in such notice, or if a cease-and-desist order is issued 
against the bank pursuant to § 19.4, until the effective date of any such order. 


[{ 71.8] § 19.8 Representation and suspension. 


(a) Appearance before a hearing examiner. Any person who is a member in 
good standing of the bar of the highest court of any State, possession, territory, 
Commonwealth, or the District of Columbia, may represent others with respect to 
a cease-and-desist proceeding upon filing with the Administrative Assistant to the 
Comptroller a written declaration that he is currenly qualified as provided by this 
paragraph and is authorized to represent the particular party on whose behalf he 
acts. Any other person desiring to represent others before a hearing examiner may 
be required to file with the Administrative Assistant a power of attorney showing 
his authority to act in such capacity, and he may be required to show to the satis- 
faction of such examiner that he has the requisite qualifications. Attorneys or 
other representatives of parties to any proceeding provided for in this part shall 
file a written notice of appearance with the Administrative Assistant. 

(b) Summary suspension. Contemptuous conduct at any hearing before the 
Comptroller or a hearing examiner shall be grounds for exclusion from any such 
hearing and suspension for the duration thereof. 


[{ 71.9] § 19.9 Notice of hearing. 

Whenever a hearing is ordered by the Comptroller pursuant to section 8 of the 
Federal Deposit Insurance Act, a notice of hearing shall be given by the desig- 
nated officer acting for the Comptroller to the party afforded the hearing. Such 
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notice shall state the time, place, and nature of the hearing, the hearing examiner, 
and the legal authority and jurisdiction under which the hearing is to be held, and 
shall contain a statement of the matters of fact or law constituting the grounds for 
the hearing, and shall be delivered by personal service or by registered mail to the 
last known address, or other appropriate means, sufficiently in advance of the date 
set for hearing to comply with the provisions of the Federal Deposit Insurance Act, 
as amended, and § 19.3. 


[{ 71.10] § 19.10 Answer. 


(a) When required. In any notice of hearing issued by the Comptroller, the 
Comptroller may direct the party afforded the hearing to file an answer to the 
allegations contained in the notice, and any party to any proceeding may file an 
answer. Except where a different period of not less than 10 days after service of 
a notice of hearing is specified by the Comptroller, a party directed to file an answer, 
or a party who elects to file an answer, shall file the same with the Administrative 
Assistant within 20 days after service upon him of the notice of hearing. 

(b) Requirements of answer; effect of failure to deny. An answer filed under 
this section shall specifically admit, deny, or state that the party does not have 
and is unable to obtain sufficient information to admit or deny each allegation 
in the notice of hearing. A statement of lack of information shall have the effect 
of a denial. Any allegation not denied shall be deemed to be admitted. When 
a party intends in good faith to deny only a part or a qualification of an allegation, 
he shall specify so much of it as is true and shall deny only the remainder. 

(c) Admitted allegations. If a party filing an answer under this section elects 
not to contest the allegations of fact set forth in the notice of hearing, his answer 
shall consist of a statement that he admits all of the allegations to be true. Such an 
answer shall constitute a waiver of hearing as to the facts alleged in the notice, and 
together with the notice will provide a record basis on which the hearing examiner 
shall file with the Administrative Assistant his recommended decision and his 
findings of fact and conclusions of law. Any such party may, however, reserve the 
right to file with the Administrative Assistant exceptions to such recommended 
decision, findings, and conclusions as provided in § 19.16. 

(d) Effect of failure to answer. Failure of a party to file an answer required by 
this section within the time provided shall be deemed to constitute a waiver of his 
right to appear and contest the allegations of the notice of hearing and to authorize 
the hearing examiner, without further notice to the party, to find the facts to be as 
alleged in the notice and to file with the Administrative Assistant a recommended 
decision containing such findings and appropriate conclusions. The Comptroller 
or the hearing examiner may, for cause shown, permit the filing of a delayed 
answer after the time for filing the answer has expired. 

(e) Opportunity for informal settlement. Any interested party may at any 
time submit to the Administrative Assistant, for consideration by the Comptroller, 
written offers or proposals for settlement for a proceeding, without prejudice to the 
rights of the parties. No such offer or proposal, or counteroffer or proposal, shall 
be admissible in evidence over the objection of any party in any hearing in con- 
nection with such proceeding. The foregoing provisions of this section shall not 
preclude settlement of any proceeding through the regular adjudicatory process by 
the filing of an answer as provided in this section, or by submission of the case to 
the trial examiner on a stipulation of facts and an agreed order. 


[{ 71.11] § 19.11 Conduct of hearings. 


(a) Authority of hearing examiner. All hearings governed by this part shall be 
conducted in accordance with the provisions of chapter 5 of title 5 of the United 
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States Code. The hearing examiner designated by the Comptroller to preside at 
any such hearing shall have complete charge of the hearing, and he shall have the 
duty to conduct it in a fair and impartial manner and to take all necessary action 
to avoid delay in the disposition of proceedings. Such examiner shall have all 
powers necessary to that end, including the following: 

(1) To administer oaths and affirmations; 

(2) To issue subpenas and subpenas duces tecum, as authorized by law, and 
to revoke, quash, or modify any such subpena; 

(3) To receive relevant evidence and to rule upon the admission of evidence 
and offers of proof; 

(4) To take or cause depositions to be taken; 

(5) To regulate the course of the hearing and the conduct of the parties and 
their counsel; 

(6) To hold conferences for the settlement or simplification of issues or for any 
other proper purpose; and 

(7) To consider the rule upon, as justice may require, all procedural and other 
motions appropriate in an adversary proceeding, except that a hearing examiner 
shall not have power to decide any motion to dismiss the proceedings or other 
motion which results in final determination of the merits of the proceedings. 
Without limitation on the foregoing provisions of this paragraph, the hearing exam- 
iner, shall subject to the provisions of this part, have all the authority of section 
556(c) of title 5 of the United States Code. 

(b) Prehearing conference. The hearing examiner may, on his own initiative 
or at the request of any party, direct counsel for all parties to meet with him at a 
specified time and place prior to the hearing, or to submit suggestions to him in 
writing, for the purpose of considering any or all of the following: 

(1) Simplification and clarification of the issues: 

(2) Stipulations, admissions of fact and of the contents and authenticity of 
documents: 

(3) Matters of which official notice will be taken: and 

(4) Such other matters as may aid in the orderly disposition of the proceeding, 
including disclosure of the names of witnesses and of documents or other physi- 
cal exhibits which will be introduced in evidence in the course of the proceeding. 
Such conferences in the discretion of the hearing examiner, need not be recorded, 
but the hearing examiner shall enter in the record an order which recites the results 
of the conference. Such order shall include the examiner’s rulings upon matters con- 
sidered at the conference, together with appropriate directions to the parties, if any; 
and such order shall control the subsequent course of the proceedings, unless 
modified at the hearing to prevent manifest injustice. Except as authorized by law, 
the hearing examiner shall not consult any person or party on any fact in issue 
unless upon notice and opportunity for all parties to participate, nor be responsible 
to or subject to the supervision or direction of any officer, employee, or agent 
engaged in the performance of investigative or prosecuting functions. No officer, 
employee, or agent engaged in the performance of investigative or proscuting func- 
tions in any case shall, in that case or a factually related case, participate or advise 
in the decision of the hearing examiner except as a witness or counsel in the pro- 
ceedings. 

(c) Attendance at hearings. A hearing shall be private and shall be attended 
only by the parties, their representatives or counsel, witnesses while testifying, and 
other persons having an official interest in the proceedings: Provided, however, 
That where the Comptroller in his discretion, after fully considering the views of the 
party afforded the hearing, determines that a public hearing is necessary to protect 
the public interest, he may order the hearing be public. 

(d) Transcript of testimony. Hearings shall be recorded and transcripts will 





REGULATIONS—12 C.F.R. PT. 19 q 71.12 


be made available to any party upon payment of the cost thereof and, in the event 
the hearing is public, shall be furnished on similar payment to other interested 
persons. A copy of the transcript of the testimony taken at any hearing, duly certi- 
fied by the reporter, together with all exhibits, all papers and requests filed in the 
proceeding, and any briefs or memoranda of law theretofore filed in the proceed- 
ing, shall be filed with the Administrative Assistant to the Comptroller, who shall 
transmit the same to the hearing examiner. The Administrative Assistant shall 
promptly serve notice upon each of the parties of such filing and transmittal. The 
hearing examiner shall have authority to rule upon motions to correct the record. 

(e) Order of procedure. The counsel for the Comptroller shall open and close. 

(f) Continuances and changes or extensions of time and changes of place of 
hearing. Except as otherwise expressly provided by law, the Comptroller may by 
the notice of hearing or subsequent order provide time limits different from those 
specified in this part, and the Comptroller may, on his own initiative or for good 
cause shown, change or extend any time limit prescribed by these rules or the 
notice of hearing, or change the time and place for beginning any hearing here- 
under. The hearing examiner may continue or adjourn a hearing from time to 
time and, as permitted by law or agreed to by the parties, from place to place. 
Extensions of time for making any filing or performing any act required or allowed 
to be done within a specified time in the course of a proceeding may be granted by 
the hearing examiner for good cause shown. 

(g) Call for further evidence, oral argument, briefs, reopening of hearing. The 
hearing examiner may call for the production of further evidence upon any issue, 
may permit oral argument and submission of briefs at the hearing and, upon 
appropriate notice, may reopen any hearing at any time prior to the certification 
of his recommended decision to the Administrative Assistant. The Comptroller 


may order the reopening of any hearing at any time prior to the entry of his order 
disposing of the matter. 


[{ 71.12] § 19.12 Subpenas. 


(a) Issuance. The hearing examiner or, in the event he is unavailable, the 
Comptroller, shall issue subpenas at the request of any party, requiring the atten- 
dance of witnesses or the production of documentary evidence at any designated 
place of hearing; except that where it appears to the hearing examiner or the Comp- 
troller that the subpena may be unreasonable, oppressive, excessive in scope, or 
unduly burdensome, the party seeking the subpena .nay be required, as a condition 
precedent to the issuance of the subpena, to show the general relevance and rea- 
sonable scope of the testimony or other evidence sought. In the event the hearing 
examiner or the Comptroller, after consideration of all the circumstances, deter- 
mines that the subpena or any of its terms are unreasonable, oppressive, excessive 
in scope, or unduly burdensome, he or it may refuse to issue the subpena, or issue 
it only upon such conditions as fairness requires. 

(b) Motion to quash. Any person to whom a subpena is directed may, prior 
to the time specified therein for compliance but in no event more than five days 
after the date of service of such subpena, with notice to the party requesting the 
subpena, apply to the hearing examiner, or, if he is unavailable, to the Comptroller, 
to revoke, quash, or modify such subpena, accompanying such application with a 
statement of the reasons therefor. 

(c) Service of subpena. Service of a subpena upon a person named therein shall 
be made by delivering a copy of the subpena to such person and by tendering the 
fees for one day’s attendance and the mileage as specified in paragraph (d) of 
this section, except that when a subpena is issued at the request of the Comptroller 
of the Currency’s counsel fees and mileage need not be tendered at the time of 
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service of the subpena. If service is made by a United States marshal, or his deputy, 
or an employee of the Office of the Comptroller, such service shall be evidenced by 
his return thereon. If made by any other person, such person shall make affidavit 
thereto, describing the manner in which service is made, and return such affidavit 
on or with the original subpena. In case of failure to make service, reasons for 
the failure shall be stated on the original subpena. The original subpena, bearing 
or accompanied by the required return, affidavit, or statement, shall be returned 
without delay to the hearing examiner. 

(d) Attendance of witnesses. The attendance of witnesses and the production 
of documents pursuant to a subpena, issued in connection with a hearing, may be 
required from any place in any State or in any territory at any designated place 
where the hearing is being conducted. Witnesses subpenaed in any proceeding 
under this part shall be paid the same fees and mileage that are paid witnesses in 
the district courts of the United States. 

(e) Depositions. The Comptroller or hearing examiner, by subpena or sub- 
pena duces tecum, may order evidence to be taken by deposition in any proceeding 
at any stage thereof. Such depositions may be taken by the hearing examiner or 
before any person designated by the Comptroller or hearing examiner and having 
power to administer oaths. Unless notice is waived, no deposition shall be taken 
except after at least five days’ notice to the parties to the proceeding. 

(f) Application and order to take oral deposition. Any party desiring to take 
the oral deposition of a witness, in connection with any hearing provided for in this 
part, shall make application in writing to the hearing examiner or, in the event he 
is unavailable, to the Comptroller setting forth the reasons why such deposition 
should be taken, the name and post office address of the witness, the matters con- 
cerning which the witness is expected to testify, its relevance, and the time when, 
the place where, and the name and post office address of the person before whom 
it is desired the deposition be taken. A copy of such application shall be served 
upon every other party to the proceeding by the party making such application. 
Upon a showing that (1) the proposed witness will be unable to attend or may 
be prevented from attending the hearing because of age, sickness or infirmity, or 
will otherwise be unavailable at the hearing, (2) his testimony will be material, and 
(3) the taking of the deposition will not result in any undue burden to any other 
party or in undue delay of the proceeding, the hearing examiner or the Comp- 
troller may, in his discretion, by such subpena or subpena duces tecum, order the 
oral deposition to be taken. Such subpena will name the witness whose deposition 
is to be taken and specify the time when, the place where, and the person before 
whom the witness is to testify, but such time and place, and the person before whom 
the deposition is ordered to be taken, may or may not be the same as those named 
in the application. Notice of the issuance of such subpena shall be served upon 
each of the parties a reasonable time, and in no event less than five days, in advance 
of the time fixed for the taking of the deposition. 

(g) Procedure on deposition; objections. Each witness testifying upon oral 
deposition shall be duly sworn, and the adverse party shall have the right to cross- 
examine. Objections to questions or documents shall be in short form, stating the 
grounds of objection relied upon; but the person taking the deposition shall not 
have power to rule upon questions of competency or materiality or relevance of 
evidence. Failure to object to questions or evidence shall not be deemed a waiver 
unless the ground of the objection is one which might have been obviated or 
removed if presented at that time. The questions propounded and the answers 
thereto, together with all objections made (but not including argument or debate) 
shall be recorded by the person taking the deposition, or under his direction. The 
deposition shall be subscribed by the witness, unless the parties by stipulation 
waived the signing or the witness is ill or cannot be found or refused to sign, and 
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certified as a true and complete transcript thereof by the person taking the deposi- 
tion. If the deposition is not subscribed to by the witness, such person shall state 
on the record this fact and the reason therefor. Such person shall promptly send 
the original and two copies of such deposition, together with the original and two 
copies of all exhibits, by registered mail to the Administrative Assistant to the 
Comptroller unless otherwise directed in the order authorizing the taking of the 
deposition. Interested parties shall make their own arrangements with the person 
taking the deposition for copies of the testimony and the exhibits. 

(h) Introduction as evidence. Subject to appropriate rulings by the hearing 
examiner on such objections and answers as were noted at the time the deposition 
was taken or as would be valid were the witness personally present and testifying, 
the deposition or any part thereof may be read in evidence by any party to the 
proceeding. Only such part or the whole of a deposition as is received in evidence 
at a hearing shall constitute a part of the record in such proceeding upon which 
a decision may be based. 

(i) Payment of fees. Witnesses whose oral depositions are taken shall be 
entitled to the same fees as are paid for like services in the courts of the United 
States. Fees of persons taking such depositions and the fees of the reporter shall 
be paid by the person upon whose application the deposition was taken. 


[{ 71.13] § 19.13 Rules of evidence. 


(a) Evidence. Every party shall have the right to present his case or defense 
by oral and documentary evidence, to submit rebuttal evidence and to conduct 
such cross-examination as may be required for a full and true disclosure of the 
facts. Irrelevant, immaterial, or unduly repetitious evidence shall be excluded. 

(b) Objections. Objections to the admission or exclusion of evidence shall be 
in short form, stating the grounds of objections relied upon, and the transcript shall 
not include arguments thereon except as ordered by the hearing examiner. Rulings 
on such objections and on any other matters shall be a part of the transcript. 
Failure to object to admission or exclusion of evidence or to any ruling shall be 
considered a waiver of such objection. 

(c) Official notice. All matters officially noticed by the hearing examiner shall 
appear on the record. 


[{ 71.14] § 19.14 Motions. 


(a) In writing. An application or request for an order or ruling not otherwise 
specifically provided for in this part shall be made by motion. After a hearing 
examiner has been designated to preside at a hearing and before the filing with 
the Administrative Assistant of his recommended decision, pursuant to § 19.28, 
such applications or requests shall be addressed to and filed with him. At all 
other times motions shall be addressed to the Comptroller and filed with the Ad- 
ministrative Assistant. Motions shall be in writing, except that a motion made at 
a session of a hearing may be made orally upon the record unless the hearing 
examiner directs that it be reduced to writing. All written motions shall state with 
particularity the order or relief sought and the grounds therefor. 

(b) Objections. Within 5 days after service of any written motion, or within 
such other period of time as may be fixed by the hearing examiner or the Comp- 
troller, any party may file a written answer or objection to such motion. The 
moving party shall have no right to reply, except as permitted by the hearing 
examiner or the Comptroller. As a matter of discretion, the hearing examiner or 
the Comptroller may waive the requirements of this section as to motions for 
extensions of time, and may rule upon such motions ex parte. 

(c) Oral argument. No oral argument will be heard on motions except as other- 
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wise directed by the hearing examiner or the Comptroller. Written memoranda or 
briefs may be filed with motions or answers or objections thereto, stating the 
points and authorities relied upon in support of the position taken. 

(d) Rulings on motions. Except as otherwise provided in this part, the hearing 
examiner shall rule upon all motions properly addressed to him and upon such 
other motions as the Comptroller may direct, except that if the hearing examiner 
finds that a prompt decision by the Comptroller on a motion is essential to the 
proper conduct of the proceeding, he may refer such motion to the Comptroller 
for decision. The Comptroller shall rule upon all motions properly submitted to 
him for decision. 

(e) Appeal from rulings on motions. All motions and answers or objections 
thereto and rulings thereon shall become part of the record. Rulings of a hearing 
examiner on any motion may not be appealed to the Comptroller prior to its con- 
sideration of the hearing examiner’s recommended decision, findings and conclu- 
sions except by special permission of the Comptroller; but they shall be considered 
by the Comptroller in reviewing the record. Requests to the Comptroller for 
special permission to appeal from such rulings of the hearing examiner shail be 
filed promptly, in writing, and shall briefly state the grounds relied on. The mov- 
ing party shall immediately serve a copy thereof on every other party to the pro- 
ceeding. 

(f) Continuation of hearing. Unless otherwise ordered by the hearing examiner 
or the Comptroller, the hearing shall continue pending the determination of any 
motion by the Comptroller. 


[€ 71.15] § 19.15 Proposed findings and conclusions and recommended de- 
cisions. 


(a) Proposed findings and conclusions and supporting briefs. Within 15 days 
after the filing of the transcript with the Administrative Assistant (or within 15 
days after the party’s receipt of a copy of such transcript, if ordered before the 
conclusion of the hearing) a party may file with the Administrative Assistant for 
submission to the hearing examiner proposed findings and conclusions of law, 
which may be accompanied by a brief in support thereof. A copy of such pro- 
posals and brief in support thereof shall be delivered by the Administrative Assis- 
tant to the hearing examiner and a copy shall be served upon the other parties to 
the proceedings. All such proposals, briefs, and memoranda shall become part of 
the record. 

(b) Recommended decision and filing of record. The hearing examiner shall, 
within 30 days after the expiration of the time allowed for the filing of proposed 
findings and conclusions, or within such further time as the Comptroller for good 
cause shall determine, file with the Administrative Assistant and certify to the 
Comptroller for decision the entire record of the hearing, which shall include his 
recommended decision and findings of fact and conclusions of law, the transcript, 
exhibits (including on request of any of the parties any exhibits excluded from 
evidence or tenders of proof), exceptions, rulings, and all briefs and memoranda 
filed in connection with the hearing. Promptly upon such filing the Administrative 
Assistant shall serve upon each party to the proceeding a copy of the hearing ex- 
aminer’s recommended decision, and findings and conclusions. 


[{ 71.16] § 19.16 Exceptions. 


(a) Filing. Within 15 days after receipt of a copy of the recommended decision 
of the hearing examiner, any party may file with the Administrative Assistant ex- 
ceptions to the recommended decision of the hearing examiner or any portion 
thereof or to his failure to adopt a proposed finding or conclusion, or to the admis- 
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sion or exclusion of evidence or to any other ruling, which exceptions may be 
accompanied by a supporting brief. A copy of such exceptions and brief shall be 
forthwith delivered by the Administrative Assistant to the hearing examiner and a 
copy shall also be served on the other parties to the proceedings. 

(b) Waiver. Failure to file exceptions to the recommended decision of the 
hearing examiner or any portion thereof, or to his failure to adopt a proposed find- 
ing or conclusion, or to the admission or exclusion of evidence or to any ruling, 
within the time so required, shall be deemed to be a waiver of the objections 
thereto. 


[{ 71.17] § 19.17 Briefs. 


(a) Contents. All briefs shall be confined to the particular matters in issue. 
Each exception or proposed finding or conclusion which is briefed shall be sup- 
ported by a concise argument or by citation of such statutes, decisions or other 
authorities and by page reference to such portions of the record or recommended 
decision of the hearing examiner as may be relevant. If the exception relates to 
the admission or exclusion of evidence, the substance of the evidence admitted or 
excluded shall be set forth in the brief with appropriate references to the transcript. 

(b) Reply briefs. Reply briefs may be filed within 10 days after service of briefs 
and shall be confined to matters in original briefs of opposing parties. Further 
briefs may be filed only with the permission of the Comptroller. 

(c) Delays. Briefs not filed on or before the time fixed in this subpart will be 
received only upon special permission of the Comptroller. 


{{ 71.18] § 19.18 Oral argument before the Comptroller. 


Upon his own iniative, or upon the written request of any party made within 
the time prescribed for the filing of exceptions, a brief in support thereof, or a reply 
brief, if any, for oral argument on the findings, conclusions and recommended 
decision of the hearing examiner, the Comptroller, if it considers justice will best 
be served, may order the matter to be set down for oral argument before the Comp- 
troller. Oral argument before the Comptroller shall be recorded unless otherwise 
ordered by the Comptroller. 


{{ 71.19] § 19.19 Notice of submission to the Comptroller. 


Upon the filing of the record with the Administrative Assistant and upon the 
expiration of the time for the filing of exceptions and all briefs permitted by the 
Comptroller and upon the hearing of oral argument by the Comptroller, if ordered 
by the Comptroller, the Administrative Assistant shall notify the parties that the 
case has been submitted to the Comptroller for final decision. 


[{ 71.20] § 19.20 Decision of Comptroller. 


Appropriate members of the staff, who are not engaged in the performance of 
investigative or prosecuting functions in the case, or in a factually related case, 
may advise and assist the Comptroller in the consideration of the case. Copies of 
the decision and order of the Comptroller shall be furnished by the Administrative 
Assistant to the parties to the proceedings and to the bank involved. 


{§ 71.21] § 19.21 Filing papers. 


Recommended decisions, exceptions, briefs and other papers required to be 
filed with the Comptroller or his Administrative Assistant in any proceedings shall 
be filed with the Administrative Assistant to the Comptroller of the Currency, 





q 71.22 REGULATIONS—12 C.F.R. PT. 19 1-398 


Washingon, D.C. 20220. Any such papers may be sent to the Administrative Assis- 
tant by mail or express but must be received in the office of the Comptroller in 
Washington, D.C., or postmarked by a post office, within the time limit for such 
filing. 


[{ 71.22] § 19.22 Service. 


(a) By the Comptroller. All documents or papers required to be served by the 
Comptroller upon any party afforded a hearing shall be served by the Administra- 
tive Assistant unless some other person shall be designated for such purpose by 
the Comptroller. Such service, except for service on counsel for the Comptroller, 
shall be made by personal service or by registered mail, addressed to the last known 
address as shown on the records of the Comptroller, on the attorney or representa- 
tive of record of such party, provided that if there is no attorney or representative 
of record, such service shall be made upon such party at the last known address 
as shown on the records of the Comptroller. Such service may also be made in 
such other manner reasonably calculated to give actual notice as the Comptroller 
may by regulation or otherwise provide. 

(b) By the parties. Except as otherwise expressly provided in this part, all 
documents or papers filed in a proceeding under this part shall be served by the 
party filing the same upon the attorneys or representatives of record of all other 
parties to the proceeding, or, if any party is not so represented, then upon such 
party. Such service may be made by personal service or by registered, certified, or 
regular first-class mail addressed to the last known address of such parties, or their 
attorneys or representatives of record. All such documents or papers shall, when 
tendered to the Comptroller or the hearing examiner for filing, show that such 
service has been made. 


[{ 71.23] § 19.23 Copies. 


Unless otherwise specifically provided in the notice of hearing, an original and 
seven copies of all documents and papers required or permitted to be filed or 
served upon the Administrative Assistant under this part, except the transcript of 
testimony and exhibits, shall be furnished to the Administrative Assistant. 


[{ 71.24] § 19.24 Computing time. 


(a) General rule. In computing any period of time prescribed or allowed by 
this part, the date of the act, event or default from which the designated period of 
time begins to run is not to be included. The last day so computed is to be in- 
cluded, unless it is a Saturday, Sunday or legal holiday in the District of Columbia, 
in which event the period shall run until the end of the next day which is neither 
a Saturday, Sunday nor legal holiday. Intermediate Saturdays, Sundays and legal 
holidays shall be included in the computation unless the time within which the act 
is to be performed is 10 days or less in which event Saturdays, Sundays and legal 
holidays shall not be included. 

(b) Service by mail. Whenever any party has the right or is required to do 
some act or take some proceeding, within a period of time prescribed in this part 
after the service upon him of any document or other paper of any kind, and such 
service is made by mail, three days shall be added to the prescribed period from 
the date when the matter served is deposited in the United States mail. 


{{ 71.25] § 19.25 Documents in proceedings confidential. 


Unless and until otherwise ordered by the Comptroller, the notice of hearing the 
transcript, the recommended decision of the hearing examiner, exceptions thereto, 
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proposed findings and conclusions of the Comptroller and other papers which are 
filed in connection with any hearings shall not be made public, and shall be for the 
confidential use only of the Comptroller, the hearing examiner, and the parties. 


[{ 71.26] § 19.26 Formal requirements as to papers filed. 


(a) Form. All papers filed under this subpart shall be printed, typewritten, or 
otherwise reproduced. All copies shall be clear and legible. 

(b) Signature. The original of all papers filed by a bank shall be signed by an 
officer thereof, and if filed by another party shall be signed by said party, or by the 
duty authorized agent or attorney of the bank or other party, and in all such cases 
shall show the signer’s address. Counsel for the Comptroller shall sign the original 
of all papers filed by him. 

(c) Caption. All papers filed must include at the head thereof, or on a title 
page, the name of the Comptroller, the name of the party, and the subject of the 
particular paper. 


[{ 72] Rules of practice for formal hearings 
(12 C.F.R. Part 263) 


Scope. 

Definitions. 

Appearance and practice before the Board. 
Notice of hearing. 

Answer. 

Conduct of hearings. 

Subpenas. 

Depositions. 

Rules of evidence. 

Motions. 

Proposed findings and conclusions and recommended decision. 
Exceptions. 

Briefs. 

Oral argument before the Board. 
Decision of Board. 

Filing papers. 

Service. 

Copies. 

Computing time. 

Documents in proceedings confidential. 
Formal requirements as to papers filed. 


Subpart B—Rules and Procedures Applicable to Proceedings 
Relating to Cease-and-Desist Orders 


Scope. 

Grounds for cease-and-desist orders. 
Notice of charges and hearing. 
Issuance of order. 

Effective date. 

Temporary cease-and-desist orders. 
Effective date of temporary order. 
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Subpart C—Rules and Procedures Applicable to Proceedings Relating to 
Removal and Suspension Orders 


Sec. 

263.29 Scope. 

263.30 Grounds for removal order. 

263.31 Grounds for suspension order. 

263.32 Effective date of suspension order. 

263.33 Notice of intention to remove and hearing. 
263.34 Issuance of removal order and effective date. 
263.35 Suspension and removal where felony charged. 


Source: The provisions of this Part 263 appear at 32 F.R. 11140, Aug. 1, 
1967, unless otherwise noted. 


Subpart A—Rules of Practice Applicable to All Formal Hearings 


AuTuHority: The provisions of this Subpart A issued under sec. 11, 38 Stat. 262, 
sec. 202, 80 Stat. 1052, sec. 2[18], 64 Stat. 873, as amended, sec. 5, 70 Stat. 137, 
sec. 8, 38 Stat. 732 as amended; 12 U.S.C. 248, 1818, 1828, 1844, 15 U.S.C. 19. 


[{ 72.1] § 263.1 Scope. 


This subpart prescribes rules of practice and procedure followed by the Board 
with respect to adjudication as to which a hearing is required by law or is for 
other reason ordered by the Board. Among such adjudications are those relating 
to: Suspension of a member bank from the use of credit facilities of the Federal 
Reserve System under section 4 of the Federal Reserve Act (12 U.S.C. 301); 
termination of a bank’s membership in the System pursuant to section 9 of the 
Federal Reserve Act (12 U.S.C. 327); issuance of a cease-and-desist order under 
section 11 of the Clayton Act (15 U.S.C. 21); issuance of a cease-and-desist order 
or a removal or suspension order under section 8 of the Federal Deposit Insurance 
Act (12 U.S.C. 1818); applications pursuant to sections 3 and 4 of the Bank Hold- 
ing Company Act of 1956 (12 U.S.C. 1842, 1843) as to which a hearing is re- 
quired by the Act, or for other reason is ordered by the Board; and such proceed- 
ings as may be ordered by the Board with respect to bank merger applications 
under section 18(c) of the Federal Deposit Insurance Act (12 U.S.C. 1828(c)). 


[{ 72.2] § 263.2 Definitions. 


As used in this part— 

(a) The term “Secretary” means the Secretary to the Board; 

(b) The term “presiding officer” means the Board, one or more members 
thereof, or a duly designated hearing examiner or other duly designated hearing 
officer, and as used in this part the-term shall be construed to refer to whichever 
of these shall preside at a hearing hereunder, except as otherwise specified in the 
text; 

(c) The term “party” means a person or agency named or admitted as a party, 
or any person or agency who has filed a written request and is entitled as of right 
to be admitted as a party; but a person or agency may be admitted for a limited 
purpose. 


[{ 72.3] § 263.3 Appearance and practice before the Board. 


(a) Power of attorney and notice of appearance. Any person who is a member 
in good standing of the bar of the highest court of any State or of the District of 
Columbia, or of any possession, territory, or Commonwealth of the United States, 
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may represent others before the Board upon filing with the Secretary a written 
declaration that he is currently qualified as provided in this paragraph, and is 
authorized to represent the particular party on whose behalf he acts. Any other 
person desiring to appear before or transact business with the Board in a representa- 
tive capacity may be required to file with the Secretary a power of attorney showing 
his authority to act in such capacity, and he may be required to show to the satis- 
faction of the Board that he has the requisite qualifications. Attorneys and other 
representatives of parties to proceedings shall file a written notice of appearance 
with the Secretary or with the presiding officer. 

(b) Summary suspension. Contemptuous conduct at any hearings to which 
these Rules are applicable, by any person, shall be ground for exclusion from any 
such hearing and for such further period as the Board may prescribe. 


[{ 72.4] § 263.4 Notice of hearing. 


Whenever a hearing is ordered by the Board, notice of such hearing (together 
with a copy of any document incorporated therein by reference) shall be given 
by the Secretary or other designated officer acting for the Board to the party or 
parties to the proceeding and to the appropriate financial institution supervisory 
authority where required by law. The Board may give whatever additional notice 
is deemed appropriate in any given hearing. Such notice shall state the time, place, 
and nature of the hearing, the legal authority and jurisdiction under which the 
hearing is to be held, and the name and address of the presiding officer, if one has 
been designated, and shall also contain, or incorporate by appropriate reference, 
a statement of the matters of fact or law constituting the grounds for the hearing. 
Unless otherwise provided by law or ordered by the Board, notice of any hearing 
shall be given not less than 20 days prior to the date set for hearing and shall be 
given general circulation by publication in the FEDERAL REGISTER and, where 
practical, by release to the press. The Board may amend a notice of hearing in any 
manner and to the extent consistent with provisions of applicable law. 


{[{ 72.5] § 263.5 Answer. 


(a) When required. In any notice of hearing issued by the Board, the Board 
may direct the party or parties afforded the hearing to file an answer to the allega- 
tions contained in the notice or referenced documents, and any party to any pro- 
ceeding may file an answer. Except where a different period is provided by law 
or specified by the Board, a party directed to file an answer, or a party who elects 
to file an answer, shall file the same with the Secretary within 20 days after service 
upon him of the notice of hearing. 

(b) Requirements of answer; effect of failure to deny. An answer filed under 
this section shall specifically admit, deny, or state that the party does not have 
sufficient information to admit or deny each allegation in the notice of hearing. 
A statement of lack of information shall have the effect of a denial. Any allega- 
tion not denied shall be deemed to be admitted. When a party intends to deny 
only a part or a qualification of an allegation, he shall admit so much of it as is 
true and shall deny only the remainder. 

(c) Admitted allegations. \f a party filling an answer under this section elects 
not to contest the allegations of fact set forth in the notice of hearing or refer- 
enced documents, his answer shall consist of a statement that he admits all of 
the allegations to be true. Such an answer shall constitute a waiver of hearing as 
to the facts alleged, and together with the notice and any referenced documents 
will provide a record basis on which the presiding officer shall file with the Secre- 
tary his recommended decision and his findings of fact and conclusions of law. 
Such admission shall not constitute a waiver of the right of such party to file with 
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the Secretary exceptions to such recommended decision, findings and conclusions. 

(d) Effect of failure to answer. Failure of a party to file an answer required by 
this section within the time provided shall constitute a waiver of his right to appear 
and contest the allegations of the notice of hearing and shall constitute authoriza- 
tion for the presiding officer, without further notice to the party, to find the facts 
to be as alleged in the notice and to file with the Secretary a recommended deci- 
sion containing such findings and appropriate conclusions. The Board or the pre- 
siding officer may, for cause shown, permit the filing of an answer after the pre- 
scribed time. 

(e) Opportunity for informal settlement. Any interested party may at any time 
submit to the Secretary, for consideration by the Board, written offers or proposals 
for settlement of a proceeding, without prejudice to the rights of the parties. No 
offer or proposal shall be admissible in evidence over the objection of any party 
in any hearing in connection with such proceeding. The foregoing provisions of 
this paragraph shall not preclude settlement of any proceeding through the regular 
adjudicatory process by the filing of an answer as provided in paragraph (c) of 
this section, or by the submission of the case to the presiding officer on a stipulation 
of facts and an agreed order. 


[{ 72.6] § 263.6 Conduct of hearings. 


(a) Designation of presiding officer. When evidence is to be taken in a hear- 
ing, either the Board or, when duly designated for that purpose, one or more of 
its members, a hearing examiner, or other lawfully appointed hearing officer may 
preside at the hearing. All such hearings, unless otherwise provided in the notice 
of hearing, shall be conducted as hereinafter provided. Except as authorized by 


law, the presiding officer shall not consult any person or party on any fact in issue 
unless upon notice and opportunity for all parties to participate, or shall he be 
responsible to or subject to the supervision or direction of any officer, employee, or 
agent of the Board engaged in the performance of investigative or prosecutive 
functions. A designated presiding officer may at any time withdraw if he deems 
himself disqualified; and, upon filing of a timely and sufficient affidavit of personal 
bias or disqualification of such presiding officer, the Board will determine the 
matter as a part of the record and decision in the case. 

(b) Authority of presiding officer. All hearings governed by this part shall be 
conducted in accordance with the provisions of chapter 5 of title 5 of the United 
States Code. The presiding officer shall have complete charge of the hearing, and 
he shall have the duty to conduct it in a fair and impartial manner and to take 
all necessary action to avoid delay in the disposition of proceedings. Such officer 
shall have all powers necessary to that end, including but not limited to the fol- 
lowing: 

(1) To administer oaths and affirmations; 

(2) To issue subpenas and subpenas duces tecum, as authorized by law, and 
to revoke, quash, or modify any such subpena; 

(3) To receive relevant evidence and to rule upon the admission of evidence 
and offers of proof; 

(4) To take or cause depositions to be taken; 

(5) To regulate the course of the hearing and the conduct of the parties and 
their counsel; 

(6) To hold conferences for the settlement or simplification of issues or for any 
other proper purpose; and 

(7) To consider and rule upon, as justice may require, all procedural and 
other motions appropriate in an adversary proceeding, except that a presiding 
officer other than the Board shall not have power to decide any motion to dismiss 
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the proceedings or other motion which would result in final determination of the 
merits of the proceedings. 

Without limitations on the foregoing, the presiding officer shall, subject to the pro- 
visions of this part, have all the authority set forth in section 556(c) of title 5 of the 
United States Code. 

(c) Prehearing conference. The presiding officer may, on his own initiative or 
at the request of Board counsel or of any party, direct all parties or counsel to meet 
with him at a specified time and place prior to the hearing, or to submit suggestions 
to him in writing, for the purpose of considering any or all of the following: 

(1) Simplification and clarification of the issues; 

(2) Stipulations and admissions of fact and of the content and authenticity of 
documents; 

(3) Matters of which official notice will be taken; and 

(4) Such other matters as may aid in the orderly disposition of the proceeding, 
including disclosure of the names of witnesses and of documents or other physical 
exhibits which will be introduced in evidence in the course of the proceeding. Such 
conferences, in the discretion of the presiding officer, need not be recorded, but 
the presiding officer shall enter in the record an order which recites the results of the 
conference. Such order, a copy of which shall be served on each party and Board 
counsel, shall include the officer’s rulings upon matters considered at the con- 
ference, together with appropriate directions, if any, to the parties and Board 
counsel; and such order shall control the subsequent course of the proceedings, 
unless modified at the hearing, for good cause found, by appropriate order of the 
presiding officer. 

(d) Attendance at hearings; representation of the Board. Unless otherwise 
specifically provided by statute or by rule of the Board, a hearing shall ordinarily 
be private and shall be attended only by the parties, their representatives or coun- 
sel, representatives of the Board, witnesses while testifying, and other person hav- 
ing an official interest in the proceedings: Provided, however, That on written 
request by a party or a representative of the Board, or on the Board’s own motion, 
the Board, in its discretion and to the extent permitted by law, may permit other 
persons to attend or may order the hearing to be public. In connection with any 
such hearing or proceeding related thereto, the Board may designate as Board 
counsel an attorney from its staff or other attorney who shall represent the Board. 
For the purposes of these Rules, any attorney so designated is referred to as “Board 
counsel.” In case of adjudication other than initial licensing proceedings, neither 
Board counsel nor any officer or employee of the Board who has engaged in the 
performance of any investigative or prosecutive function in the case, or a factually 
related case, may participate in or advise as to the presiding officer’s recommended 
decision or the Board’s decision, except as witness or counsel in such hearing or 
related proceeding. Proceedings with respect to applications for initial licenses 
shall include, but not be limited to, applications for Board approval under section 3 
of the Bank Holding Company Act of 1956 (12 U.S.C. 1842) and such proceed- 
ings as may be ordered by the Board with respect to applications under section 
18(c) of the Federal Deposit Insurance Act (12 U.S.C. 1828(c)). In such initial 
licensing proceedings, Board counsel shall represent the Board in a nonadversary 
capacity for the purpose of developing for the record information relevant to the 
issues to be determined by the presiding officer and the Board. 

(e) Transcript of testimony. Hearings shall be recorded and transcripts will be 
made available at prescribed rates to any party and, in the event the hearing is 
public, to any other interested persons. The presiding officer shall have authority 
to order the record corrected, either upon motion to correct, upon stipulation of 
the parties or, following notice to the parties, upon the presiding officer’s initiative. 
The transcript of testimony taken at any hearing, duly certified by the reporter, 
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together with all exhibits, papers and requests, briefs or memoranda of law filed in 
connection with the hearing shall be filed in duplicate with the Secretary by the 
presiding officer. The Secretary shall promptly serve notice upon each of the parties 
of such filing and transmittal. Following the service of notice of filing of the record, 
the record shall be returned to the presiding officer. 

(f) Continuances and changes or extensions of time and changes of place of 
hearing. Except as otherwise expressly provided by law, the Board may by the 
notice of hearing or subsequent order provide time limits different from those speci- 
fied in this part, and may, on its own initiative or for good cause shown, change or 
extend any time limit prescribed by these rules or the notice of hearing, or change 
the time or place for beginning any hearing hereunder. The presiding officer may, 
for good cause shown, and as permitted by law, change the time or place for be- 
ginning such hearing and may continue or adjourn a hearing from time to time or 
from place to place. Extensions of time for making any filing or performing any 
act acquired or allowed to be done within a specified time in the course of a hear- 
ing may be granted by the presiding officer for good cause shown. 

(g) Call for further evidence, oral argument, briefs, reopening of hearing. The 
presiding officer may call for the production of further evidence upon any issue, 
may permit oral argument, the submission of briefs at the hearing and, upon 
appropriate notice, may reopen any hearing at any time prior to the certification of 
his recommended decision to the Secretary. The Board may reopen the record at 
any time permitted by law. 


[{ 72.7] § 263.7 Subpenas. 


(a) Issuance. Where authorized by law, subpenas for the attendance of wit- 
nesses or for the production of documentary evidence, unless directed by the 
Board upon its own motion, will issue only upon application in writing to the pre- 
siding officer, or, in the event he is unavailable, to the Board except that during 
sessions of a hearing, such application may be made orally on the record before 
the presiding officer. The person seeking the subpena may be required, as a con- 
dition precedent to the issuance of the subpena, to show the general relevance and 
reasonable scope of the testimony or other evidence sought. In the event the presid- 
ing officer or the Board, after consideration of all the circumstances, determines 
that the requested subpena or any of its terms is unreasonable, oppressive, exces- 
sive in scope, unduly burdensome, or otherwise improper, he or it may refuse to 
issue the subpena, or issue it only upon such conditions as fairness requires. 

(b) Motion to quash. Any person to whom a subpena is directed may, prior 
to the time specified therein for compliance, but in no event more than 5 days after 
the date of service of such subpena, with notice to the party requesting the sub- 
pena, apply to the presiding officer or, if he is unavailable, to the Board, to revoke, 
quash, or modify such subpena, accompanying such application with a statement 
of the reasons therefor. 

(c) Service of subpena. In making service of a subpena, a copy thereof shall 
be exhibited to and left with the person named therein. If service is made by a 
U.S. marshal or his deputy, such service shall be evidenced by his return thereon. 
If made by any other person, such person shall make affidavit thereto, describing 
the manner in which service was made, and return such affidavit on or with the 
original subpena. In case of failure to make service, the reasons for the failure 
shall be stated on the original subpena. The original subpena, bearing or accom- 
panied by the required return, affidavit or statement, shall be returned without 
delay to the Secretary or, if so directed on the subpena, to the presiding officer 
before whom the person named in the subpena is required to appear. 

(d) Attendance of witness. The attendance of witnesses and the production of 
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documents pursuant to a subpena, issued in connection with a hearing provided 
for in subparts B and C of this part, may be required from any place in any State 
or in any territory at any designated place where the hearing is being conducted. 
Witnesses subpenaed in any proceeding under this part shall be paid the same fees 
and mileage that are paid witnesses in the district courts of the United States, 
except that when a subpena is issued upon the Board’s own motion or at the request 
of Board counsel, fees and mileage need not be tendered at the time of service of 
the subpena. Fees required by this paragraph shall be paid by the person upon 
whose application the subpena is issued. 


[{ 72.8] § 263.8 Depositions. 


(a) When permissible. The Board or presiding officer, upon its or his own mo- 
tion or upon appropriate application by a party to the proceeding or Board counsel, 
may, by subpena or subpena duces tecum, order evidence to be taken by deposition 
at any stage of any proceeding in which such depositions are authorized. Deposi- 
tions may be taken before the presiding officer or before any person designated in 
the subpena and having the power to administer oaths. 

(b) Notice and application. Unless notice is waived, no deposition shall be 
taken except after at least 5 days’ written notice to Board counsel and the parties 
to the proceeding or their attorneys of record and to the Board. In such notice and 
application to take evidence by deposition, the party desiring to take the deposition 
shall state the name and post office address of the witness, the subject matter con- 
cerning which the witness is expected to testify, its relevance, the time, place, and 
the name and post office address of the person before whom it is desired the deposi- 
tion be taken, and the reason why such deposition should be taken. Thereupon, 
the presiding officer or the Board may, in his or its discretion, by subpena or sub- 
pena duces tecum, order the oral deposition to be taken. Such subpena will name 
the witness whose deposition is to be taken and specify the time when, the place 
where, and the person before whom the witness is to testify, but such time and 
place, and the person before whom the deposition is ordered to be taken, may or 
may not be the same as those named in the notice and application. Notice of the 
issuance of such subpena shall be served upon each of the parties a reasonable time 
in advance of the time fixed for the taking of the deposition, but in no event less 
than 5 days in advance of such time. 

(c) Procedure on deposition; objections. Each witness testifying upon oral depo- 
sition shall be duly sworn, and Board counsel and any adverse party shall have the 
right to cross-examine. Objections to questions or documents shall be in short 
form, stating the grounds of objection relied upon; but the person recording the 
deposition shall not have power to rule upon questions of competency or materiality 
or relevancy of evidence. Failure to object to questions or evidence shall not be 
deemed a waiver unless the ground of the objection is one which might have been 
obviated or removed if presented at that time. The questions propounded and the 
answers thereto, together with all objections made (but not including argument or 
debate), shall be recorded by the officer before whom the deposition is to be taken, 
or under his direction. The deposition shall be subscribed by the witness, unless 
the parties by stipulation waive the signing or the witness is ill, cannot be found, 
or refuses to sign, and certified as a true and complete transcript thereof by the 
person recording the testimony. If the deposition is not subscribed to by the wit- 
ness, the person recording the testimony shall state on the record this fact and the 
reason therefor. The officer before whom the deposition is taken shall promptly 
send the original and two copies of such deposition, together with the original and 
two copies of all exhibits, by registered mail to the Secretary unless otherwise 
directed in the order authorizing the taking of the deposition or in the notice of the 
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issuance thereof. Interested parties shall make their own arrangements with the 
person recording the testimony for copies of the testimony and the exhibits. 

(d) Introduction as evidence. Subject to appropriate rulings by the presiding 
officer on such objections and answers as were noted at the time the deposition 
was taken or as would be valid were the witness personally present and testifying, 
the deposition or any part thereof may be received in evidence by the presiding 
officer. Only such part of a deposition as is received in evidence at a hearing shall 
constitute a part of the record in such proceeding upon which a decision may be 
based. 

(e) Payment of fees. Deponents whose oral depositions are taken and the re- 
porter taking the same shall be entitled to the same fees as are paid for like services 
in the courts of the United States, which fees shall be paid by the person upon 
whose application the deposition is taken. 


{{ 72.9] § 263.9 Rules of evidence. 


(a) Evidence. Every party shall have the right to present his case or defense 
by oral and documentary evidence, to submit rebuttal evidence and to conduct 
such cross-examination as may be required for a full and true disclosure of the facts. 
Irrelevant, immaterial, or unduly repetitious evidence shall be excluded. 

(b) Objections. Objections to the admission or exclusion of evidence shall be 
in short form, stating the grounds of objections relied upon, and the transcript shall 
not include argument except as ordered by the presiding officer. Rulings on such 
objections and on any other matters shall be a part of the transcript. Failure to 
object to admission or exclusion of evidence or to any ruling shall be considered a 
waiver of such objection, but no exception to a ruling on an objection need be noted 
before the presiding officer in order to urge the same in the consideration of the 
matter by the Board. 

(c) Stipulations. Independently of the orders or rulings issued as provided by 
§ 263.6(c), the parties and Board counsel may stipulate as to any relevant matters 
of fact or the authenticity of any relevant documents. Such stipulations may be 
received in evidence at a hearing, and when so received shall be binding on the 
parties and Board counsel with respect to the matters therein stipulated. 

(d) Official notice. All matters officially noticed by the presiding officer shall 
appear on the record. 


{© 72.10] § 263.10 Motions. 


(a) In writing. An application or request for an order or ruling not otherwise 
specifically provided for in this part shall be made by motion. After a presiding 
officer has been designated and before the filing with the Secretary of his recom- 
mended decision, pursuant to § 263.11, such applications or requests shall be 
addressed to and filed with him. At all other times motions shall be addressed to 
the Board and filed with the Secretary. Motions shall be in writing, except that a 
motion made at a session of a hearing may be made orally upon the record unless 
the presiding officer directs that it be reduced to writing. All written motions shall 
state with particularity the order or relief sought and the grounds therefor. When 
a motion is addressed to the presiding officer, an original and two copies of such 
motion shall be filed. 

(b) Objections. Within 5 days after service of any written motion, or within 
such other period as may be fixed by the presiding officer or the Board, any party 
may file a written answer or objection to such motion, together with two copies 
thereof. The moving party shall have no right to reply, except as permitted by the 
presiding officer or the Board. The presiding officer or the Board, in his or its dis- 
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cretion, may waive the requirements of this section as to motions for extensions of 
time, and may rule upon such motions ex parte. 

(c) Oral argument; briefs. No oral argument will be heard on motions except 
as otherwise directed by the presiding officer or the Board. Written memoranda 
or briefs may be filed with motions or answers or objections, stating the points and 
authorities relied upon in support of the position taken. 

(d) Rulings on motions. Except as otherwise provided in this part, the pre- 
siding officer shall rule upon all motions properly addressed to him and upon such 
other motions as the Board may direct, except that if the presiding officer finds 
that a prompt decision by the Board on a motion is essential to the proper conduct 
of the proceeding, he may refer such motion to the Board for decision. The Board 
shall rule upon all motions properly submitted to it for decision. 

(e) Appeal from rulings on motions. All motions and answers or objections 
and rulings thereon shall become part of the record. The rulings of a presiding 
officer on any motion may not be appealed to the Board prior to its consideration 
of the presiding officer’s recommended decision, findings, and conclusions except 
by special permission of the Board, but shall be considered by the Board in review- 
ing the record. Requests to the Board for special permission to appeal from such 
rulings of the presiding officer shall be filed promptly, in writing, and shall briefly 
state the grounds relied on. 

(f) Continuation of hearing. Unless’ otherwise ordered by the presiding officer 
or the Board, the hearing shall continue pending the determination of any motion 
by the Board. 

(g) Closing of hearing. The record of the hearing shall be closed by announce- 
ment to that effect by the presiding officer when the taking of evidence has been 
concluded. In the discretion of the presiding officer, the record may be closed as 


of a future date in order to permit the admission into the record, under circum- 
stances determined by the presiding officer, of exhibits to be prepared. 


[{ 72.11] § 263.11 Proposed findings and conclusions and recommended de- 
cision. 


(a) Proposed findings and conclusions and supporting briefs. Board counsel or 
any party who may wish to file with the presiding officer proposed findings and 
conclusions of law shall file the same, with two copies thereof, within 15 days after 
the receipt of written notice from the Secretary advising that the transcript has been 
filed with the Secretary. Proposed findings and conclusions shall be supported by 
citation to any relevant authorities and by page references to any relevant portions 
of the record and, in addition, may be accompanied by a brief in support thereof. 
In initial licensing proceedings, in lieu of proposed findings and conclusions of law, 
and within such time as the presiding officer may allow, Board counsel may submit 
comments with respect to the evidence of record and/or proposed findings and 
conclusions of law submitted by any party. All such proposed findings and con- 
clusions of law, briefs, and other submissions shall become part of the record. 

(b) Recommended decision and filing of record. In a proceeding in which the 
Board or one or more of its members has not presided at the reception of evidence, 
the presiding officer shall, within 45 days after the expiration of the time allowed 
for the filing of proposed findings and conclusions, or within such other time as the 
Board for good cause shall prescribe, file with the Secretary and certify to the 
Board for decision the entire record of the +earing, which shall include his recom- 
mended decision and findings of fact and conclusions of law, the transcript, exhibits 
(including on request of any of the parties any exhibits excluded from evidence or 
tenders of proof), exceptions, rulings, and all briefs and memoranda filed in con- 
nection with the hearing. Promptly upon such filing the Secretary shall serve upon 
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each party to the proceeding a copy of the presiding officer’s recommended deci- 
sion, and findings and conclusions. 

(c) Board as presiding officer. In proceedings in which the Board or one or 
more of its members has presided at the reception of evidence, the presiding officer’s 
recommended decision, findings of fact, and conclusions of law will be omitted. In 
such proceedings the proposed findings and conclusions of law briefs, and other 
submissions permitted under paragraph (a) of this section shall be filed with the 
Secretary for consideration by the Board. 


[€ 72.12] § 263.12 Exceptions. 


(a) Filing. Within 15 days after service of the recommended decision and 
findings and conclusions of the presiding officer, or such further time as the Board 
for good cause shall determine, any party or Board counsel may file with the Secre- 
tary exceptions thereto or to any part thereof, or to the failure of the presiding 
officer to make any recommendation, finding, or conclusion, or to the admission 
or exclusion of evidence, or other ruling of the presiding officer, supported by such 
brief as may appear advisable. In any proceeding where the Board or one or more 
of its members is the presiding officer, the provisions of this section will not be 
applicable. 

(b) Waiver. Failure to file exceptions to the recommended decision of the pre- 
siding officer or any portion thereof, or to his failure to adopt a proposed finding 
or conclusion, or the admission or exclusion of evidence or other ruling of the pre- 
siding officer, within the time prescribed in paragraph (a) of this section, shall be 
deemed to be a waiver of objection. 


[{ 72.13] § 263.13 Briefs. 


(a) Contents. All briefs shall be confined to the particular matters in issue. 
Each proposed finding, conclusion, or exception which is briefed shall be supported 
by a concise supporting statement or by citation of relevant statutes, regulations, 
decisions, or other authorities and by page reference of relevant portions of the 
record or recommended decisions of the presiding officer. If the exception relates 
to the admission or exclusion of evidence, the substance of the evidence admitted 
or excluded shall be set forth in the brief with appropriate page references to the 
transcript. 

(b) Answering briefs. Answering briefs may be filed within 10 days after service 
of briefs and shall be confined to matters in the original briefs of opposing parties. 
Further briefs may be filed with the presiding officer only with his permission or 
that of the Board, and may be filed with the Board only with its permission. 


[{ 72.14] § 263.14 Oral argument before the Board. 


Upon its own initiative, or upon written request by any party or Board counsel, 
the Board, in its discretion, may order the matter to be set down for oral argument 
before the Board or one or more members thereof. Any request for oral argument 
by a party filing exceptions shall be made within the time prescribed for filing such 
exceptions, or by any other party, within the time prescribed for the filing of an 
answering brief. Oral argument before the Board shall be recorded unless other- 
wise ordered by the Board. 


[€ 72.15] § 263.15 Decision of Board. 


Appropriate members of the Board’s staff who are not engaged in the perform- 
ance of investigative or prosecuting functions in the case, or in a factually related 
case, may advise and assist the Board in the consideration of the case and in the 
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preparation of appropriate documents for its disposition. Copies of the decision 
and order of the Board shall be served by the Secretary upon the parties to the 
proceedings and furnished to such other persons as the Board may direct or the 
law may require. 


[{ 72.16] § 263.16 Filing papers. 


Recommended decisions, exceptions, briefs and other papers required to be filed 
with the Board or Secretary in any proceedings shall be filed with the Secretary, 
Board of Governors of the Federal Reserve System, Washington, D.C. 20551. 
Any such papers may be sent to the Secretary by mail or express but must be re- 
ceived in the office of the Board in Washington, D.C., within the time limit for 
such filing. 


[{ 72.17] § 263.17 Service. 


(a) By the Board. All documents or papers required to be served by the Board 
shall be served by the Secretary unless some other person shall be designated for 
such purpose by the Board. Such service, except for service on Board counsel, 
shall be made by personal service or by registered mail on the attorney or repre- 
sentative of record of the party, addressed to the last known address as shown on 
the records of the Board, provided that if there is no attorney or representative of 
record, such service shall be made upon such party at the last known address as 
shown on the records of the Board. Such service may also be made in such other 
manner reasonably calculated to give actual notice as the Board may by regulation 
or otherwise provide. 

(b) By the parties. All documents or papers filed in a proceeding under this 
part shall be served by the party filing the same upon Board counsel and the 
attorneys or representatives of record of all other parties, or, if any party is not 
so represented, then upon such party. Such service may be made by personal service 
or by registered, certified, or regular first-class mail addressed to the last known 
address of such parties, or their attorneys or representatives of record. All such 
documents or papers, when tendered to the Board or the presiding officer for filing, 
shall contain a certificate of service. 


[{ 72.18] § 263.18 Copies. 


Unless otherwise specifically provided in the notice of hearing, an original and 
seven copies of all documents and papers required or permitted to be filed or served 
upon the Secretary under this part shall be furnished to the Secretary, except that 
an original and only one copy of the transcript of testimony and exhibits shall be 
filed with the Secretary by the presiding officer. All documents and papers filed 
with the presiding officer shall be filed in duplicate. 


[{ 72.19] § 263.19 Computing time. 


(a) General rule. In computing any period of time prescribed or allowed by 
this part, the date of the act, event or default from which the designated period of 
time begins to run is not to be included. The last day so computed is to be included, 
unless it is a Saturday, Sunday, or legal holiday in the District of Columbia, in 
which event the period shall run until the end of the next day which is neither a 
Saturday, Sunday, nor legal holiday. Intermediate Saturdays, Sundays, and legal 
holidays shall be included in the computation unless the time within which the act 
is to be performed is 10 days or less, in which event Saturdays, Sundays, and legal 
holidays shall not be included. Half holidays shall not be considered as holidays. 
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(b) Service by mail. Whenever any party has the right or is required to do 
some act within a period of time prescribed in this part, after the service upon him 
of any document or other paper of any kind, and such service is made by mail, 3 
days shall be added to the prescribed period from the date when the matter served 
is deposited in the U.S. mail. 


[{ 72.20] § 263.20 Documents in proceedings confidential. 


Unless and until otherwise ordered by the Board or unless otherwise provided 
by statute or by Board regulation, the notice of hearing, the transcript, the pro- 
posed findings and conclusions, the recommended decision of the presiding officer, 
exceptions thereto, the findings and conclusions of the Board and other papers 
which are filed in connection with any hearing shall not be made public, and shall 
be for the confidential use only of the Board and its staff, the presiding officer, the 
parties and, where appropriate, other supervising authorities. 


{[{ 72.21] § 263.21 Formal requirements as to papers filed. 


(a) Form. All papers filed under this subpart shall be printed, typewritten, or 
otherwise reproduced. All copies shall be clear and legible. 

(b) Signature. All papers shall be dated and signed by the party filing the same, 
or his duly authorized agent or attorney, or Board counsel, and, except in the case 
of Board counsel, shall indicate the address of the signer. 

(c) Caption. All papers filed must include at the head thereof, or on a title 
page, the name of the Board and of the filing party, the title of the proceeding, and 
the subject of the particular paper. 


Subpart B—Rules and Procedures Applicable to Proceedings Relating 
to Cease-and-Desist Orders 


AuTHoR!TY: The provisions of this Subpart B issued under sec. 202, 80 Stat. 
1052; 12 U.S.C. § 1818. 


{{ 72.22] § 263.22 Scope. 


The rules and procedures set forth in this subpart are applicable to proceedings 
by the Board with a view to ordering a State member bank (other than a District 
bank) to cease and desist from practices and violations described in section 8 of 
the Federal Deposit Insurance Act (12 U.S.C. 1818) and enumerated in § 263.23. 
The procedures for issuing such orders prescribed in section 8 of said Act will be 
followed and hearings required thereunder will be conducted in accordance with 
the rules and procedures set forth in this subpart and Subpart A of this part. In 
connection with any proceeding under this subpart, the Board will provide the ap- 
propriate State supervisory authority with timely notice of intent to institute such a 
proceeding and the grounds therefor. Unless within such time as the Board deems 
appropriate in the circumstances of the case (which time will be specified in the 
notice) satisfactory corrective action is effectuated by action of the State supervisory 
authority, the Board will proceed as provided herein. Copies of any notice or order 
served upon any State bank in connection with such proceedings will also be sent 
to the appropriate State supervisory authority. 


[{ 72.23] § 263.23 Grounds for cease-and-desist orders. 


If, in the opinion of the Board, any State member bank (other than a District 
bank) is engaging or has engaged, or the Board has reasonable cause to believe 
that the bank is about to engage, in an unsafe or unsound practice in conducting 
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the business of such bank, or is violating or has violated, or the Board has reason- 
able cause to believe that the bank is about to violate, a law, rule, or regulation, or 
any condition imposed in writing by the Board in connection with the granting of 
an application or other request by the bank, or any written agreement entered into 
with the Board, the Board may issue and serve upon the bank a notice of charges 
in respect thereof. 


[{ 72.24] § 263.24 Notice of charges and hearing. 


The notice referred to in § 263.23 will contain a statement of the facts consti- 
tuting the alleged violation or violations or the unsafe or unsound practice or prac- 
tices, and fix a time and place at which a hearing will be held to determine whether 
an order to cease and desist therefrom should issue against the bank. The hearing 
will be fixed for a date not earlier than 30 days nor later than 60 days after service 
of such notice unless an earlier or a later date is set by the Board at the request of 
the bank, and shall be held in the Federal judicial district or in the territory in 
which the home office of the bank is located, unless the bank consents to another 
place. Unless the bank appears at the hearing by a duly authorized representative, 
it will be deemed to have consented to the issuance of the cease-and-desist order. 


[{ 72.25] § 263.25 Issuance of order. 


In the event of such consent, or if upon the record made at any such hearing, 
the Board finds that any violation or unsafe or unsound practice specified in the 
notice of charges has been established, the Board may issue and serve upon the 
bank an order to cease and desist from any such violation or practice. Such order 


may, by provisions which may be mandatory or otherwise, require the bank and 
its directors, officers, employees, and agents to cease and desist from the same and, 
further, to take affirmative action to correct the conditions resulting from any such 
violation or practice. 


[{ 72.26] § 263.26 Effective date. 


A cease-and-desist order will become effective at the expiration of 30 days after 
the service of such order upon the bank concerned (except in the case of a cease- 
and-desist order issued upon consent, which will become effective at the time speci- 
fied therein), and will remain effective and enforceable as provided therein, except 
to such extent as it is stayed, modified, terminated, or set aside by action of the 
Board or a reviewing court. 


{{ 72.27] § 263.27 Temporary cease-and-desist orders. 


Whenever the Board determines that the violation or threatened violation or the 
unsafe or unsound practice or practices, specified in the notice of charges referred 
to in § 263.23, or the continuation thereof, is likely to cause insolvency or sub- 
stantial dissipation of assets or of earnings of the bank, or is likely to otherwise 
seriously prejudice the interests of its depositors, the Board may issue a temporary 
order requiring the bank to cease and desist from any such violation or practice. 


[{ 72.28] § 263.28 Effective date of temporary order. 


Such order will become effective upon service upon the bank, and, unless set 
aside, limited, or suspended by a court in proceedings authorized under section 
8(h)(2) of the Federal Deposit Insurance Act, will remain effective and enforcc- 
able pending the completion of the administrative proceedings held pursuant to 
such notice and until such time as the Board dismisses the charges specified in such 
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notice, or if a cease-and-desist order is issued against the bank pursuant to § 263.25, 
until the effective date of any such order. 


Subpart C—Rules and Procedures Applicable to Proceedings Relating to 
Removal and Suspension Orders 


AuTHoriTy: The provisions of this Subpart C issued under sec. 202, 80 Stat. 
1052; 12 U.S.C. 1818. 


[{ 72.29] § 263.29 Scope. 


The rules and procedures set forth in this subpart are applicable to proceedings 
by the Board to remove or suspend a director, officer, or any other person partici- 
pating in the conduct of the affairs of a State member bank (other than a District 
bank) or of a national banking association or a District bank where the facts are 
certified to the Board pursuant to 12 U.S.C. 1818(e)(2), 12 U.S.C. 1818(e) (4), 
or 12 U.S.C. 1818(e)(6), and/or prohibit such director, officer, or other person 
from further participation in the conduct of the affairs of such a bank, upon the 
grounds set forth in section 8 of the Federal Deposit Insurance Act (12 U.S.C. 
1818) and enumerated in this subpart. The procedures for issuing such orders 
prescribed in section 8 of said Act will be followed and hearings required there- 
under will be conducted in accordance with the rules and procedures set forth in 
this subpart and Subpart A of this part. In connection with any proceeding under 
this subpart relating to a director, officer, or other person participating in the affairs 
of a State member bank (other than a District bank), the Board will provide the 
appropriate State supervisory authority with timely notice of intent to institute such 
a proceeding and the grounds therefor. Uniess within such time as the Board deems 
appropriate in the circumstances of the case (which time will be specified in the 
notice) satisfactory corrective action is effectuated by action of the State supervisory 
authority, the Board will proceed as provided herein. Copies of any notice or order 
served upon any State bank in connection with such proceedings will also be sent 
to the appropriate State supervisory authority. In connection with any proceeding 
under this subpart relating to a director, officer, or other person participating in 
the affairs of a national banking association or a District bank where the facts are 
certified to the Board pursuant to 12 U.S.C. 1818(e)(2), 12 U.S.C. 1818(e) (4), 
or 12 U.S.C. 1818(e)(6), the Comptroller of the Currency shall be entitled to sit 
as a member of the Board and to participate in its deliberations on any such case 
and to vote thereon in all respects as a member of the Board. 


{€ 72.30] § 263.30 Grounds for removal order. 


(a) Whenever, in the opinion of the Board, any director or officer of a State 
member bank (other than a District bank) or of a national banking association or 
a District bank where the facts are certified to the Board pursuant to 12 U.S.C. 
1818(e)(2) has committed any violation of law, rule, or regulation, or of a cease- 
and-desist order which has become final, or has engaged or participated in any 
unsafe or unsound practice in connection with the bank, or has committed or en- 
gaged in any act, omission, or practice which constitutes a breach of his fiduciary 
duty as such director or officer, and the Board determines that the bank has suffered 
or will probably suffer substantial financial loss or other damage or that the interests 
of its depositors could be seriously prejudiced by reason of such violation or prac- 
tice or breach of fiduciary duty, and that such violation or practice or breach of 
fiduciary duty is one involving persona) dishonesty on the part of such director or 
officer, the Board may serve upon such director or officer a written notice of its 
intention to remove him from office. 





1-413 REGULATIONS—12 C.F.R. PT. 263 q 72.33 


(b) Whenever, in the opinion of the Board, any director or officer of a State 
member bank (other than a District bank) or of a national banking association or 
a District bank where the facts are certified to the Board pursuant to 12 U.S.C. 
1818(c) (4), by conduct or practice with respect to another insured bank or other 
business institution which resulted in substantial financial loss or other damage, has 
evidenced his personal dishonesty and unfitness to continue as a director or officer, 
and whenever, in the opinion of the Board, any other person participating in the 
conduct of the affairs of such bank, by conduct or practice with respect to such 
bank or other insured bank or other business institution which resulted in sub- 
stantial financial loss or other damage, has evidenced his personal dishonesty and 
unfitness to participate in the conduct of the affairs of such bank, the Board may 
serve upon such director, officer, or other person a written notice of its intention to 
remove him from office and/or to prohibit his further participation in any manner 
in the conduct of the affairs of the bank. 


{[{ 72.31] § 263.31 Grounds for suspension order. 


In respect to any director or officer of a State member bank (other than a District 
bank) or any other person referred to in § 263.30(a) and (b) and in respect to 
any such director or officer of, or other person participating in the conduct of the 
affairs of, a national banking association or a District bank where the facts are 
certified to the Board pursuant to 12 U.S.C. 1818(e)(6), the Board may, if it 
deems it necessary for the protection of the bank or the interests of its depositors, 
by written notice to such effect served upon such director, officer, or other person, 
suspend him from office and/or prohibit him from further participation in any 
manner in the conduct of the affairs of the bank. 


[€ 72.32] § 263.32 Effective date of suspension order. 


Any suspension and/or prohibition which is subject to the notice prescribed in 
§ 263.31 shall become effective upon service of such notice and, unless stayed by 
a court in proceedings authorized by section 8(f) of the Federal Deposit Insurance 
Act, shall remain in effect pending the completion of the administrative proceedings 
held pursuant to the notice served under § 263.30(a) and (b) and until such time 
as the Board shall dismiss the charges specified in such notice, or, if an order of 
removal and/or prohibition is issued against the director or officer or other person, 
until the effective date of any such order. Copies of any such notice will also be 
served upon the bank of which he is a director or officer or in the conduct of whose 
affairs he has participated. 


[€ 72.33] § 263.33 Notice of intention to remove and hearing. 


A notice of intention to remove a director, officer, or other person from office 
and/or to prohibit his participation in the conduct of the affairs of an insured bank 
will contain a statement of the facts constituting grounds therefor and will fix a 
time and place at which a hearing will be held thereon. Such hearing will be fixed 
for a date not earlier than 30 days nor later than 60 days after the date of service 
of such notice, unless an earlier or a later date is set by the Board at the request 
of (a) such director or officer or other person, and for good cause shown, or (b) 
the Attorney General of the United States. Such hearing shall be held in the Fed- 
eral judicial district or in the territory in which the home office of the bank involved 
is located, unless the person afforded the hearing consents to another place. Unless 
such director, officer, or other person appears at the hearing in person or by a duly 
authorized representative, he shall be deemed to have consented to the issuance of 
an order of such removal and/or prohibition. 
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[{ 72.34] § 263.34 Issuance of removal order and effective date. 


In the event of such consent, or if upon the record made at any such hearing the 
Board finds that any of the grounds specified in such notice has been established, 
the Board may issue such orders of suspension or removal from office, and/or pro- 
hibition from participation in the conduct of the affairs of the bank, as it may deem 
appropriate. Any such order shall become effective at the expiration of 30 days 
after service upon such bank and the director, officer or other person concerned 
(except in the case of an order issued upon consent, which shall become effective 
at the time specified therein). Such order shall remain effective and enforceable 
except to such extent as it is stayed, modified, terminated, or set aside by action 
of the Board or a reviewing court. 


[€ 72.35] § 263.35 Suspension and removal where felony charged. 


(a) Whenever any director or officer of an insured State member bank (other 
than a District bank), or other person participating in the conduct of the affairs of 
such bank, is charged in any information, indictment, or complaint authorized by 
a U.S. attorney, with the commission of or participation in a felony involving dis- 
honesty or breach of trust, the Board may, by written notice served upon such 
director, officer, or other person, suspend him from office and/or prohibit him from 
further participation in any manner in the conduct of the affairs of the bank. A 
copy of such notice will also be served upon the bank. Such suspension and/or 
prohibition shall remain in effect until such information, indictment, or complaint 
is finally disposed of or until such suspension and/or prohibition is terminated by 
the Board. 

(b) In the event that a judgment of conviction with respect to such offense is 
entered against such director, officer, or other person, at such time as such judg- 
ment is not subject to further appellate review, the Board may issue and serve upon 
such director, officer, or other person an order removing him from office and/or 
prohibiting him from further participation in any manner in the conduct of the 
affairs of the bank except with the consent of the Board. A copy of such order 
will also be served upon such bank, whereupon such director or officer shall cease 
to be a director or officer of such bank. A finding of not guilty or other disposition 
of the charge will not preclude the Board from thereafter instituting proceedings 
to remove such director, officer, or other person from office and/or to prohibit 
further participation in bank affairs, pursuant to other provisions of this subpart. 


[€ 73] Description of organization of the Corporation—miscel- 
laneous interpretations 
(32 Fed. Reg. 9759 (July 4, 1967)) 


The following is a Description of the Central and Field Organization of the Fed- 
eral Deposit Insurance Corporation and the delegations of final authority made by 
the Board of Directors of the Corporation: 


Section 


1. Central organization. 
2. Field organization. 
3. Delegations of final authority. 
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{{ 73.1] Section 1. Central organization—(a) Board of Directors. 


The Federal Deposit Insurance Act (64 Stat. 873; 12 U.S.C. 1811-1831) vests 
the management of the Federal Deposit Insurance Corporation (hereinafter re- 
ferred to as the Corporation) in a Board of Directors consisting of three members, 
who are appointed by the President by and with the advice and consent of the 
Senate for terms of 6 years. One member is the Comptroller of the Currency by 
virtue of his office. One of the appointive members, elected by the Board of Direc- 
tors, acts as its Chairman and presides at all its meetings. The Acting Comptroller 
of the Currency is a member of the Board in the place and stead of the Comptroller 
in the event of a vacancy in the office of the Comptroller, and pending the appoint- 
ment of his successor, or during his absence or disability. In the event of a vacancy 
in the office of the Chairman, and pending the appointment of his successor, the 
Comptroller of the Currency acts as Chairman. The Board of Directors is respon- 
sible for the performance of all duties and exercises all powers vested by law in the 
Corporation. The Board of Directors has assigned certain functions to the several 
officers, committees, and Divisions of the Corporation for the performance of 
which they are responsible to the Board. 

The principal office of the Corporation, and the offices of the members of the 
Board and of the Secretary of the Corporation, are located at 550 17th Street 
N.W., Washington, D.C. 20429. 


[€ 73.2] (b) Secretary. 


The Scretary of the Corporation is the chief recording and custodial officer of 
the Board of Directors and of the Corporation, has legal custody of the seal of the 


Corporation, and is responsible for the maintenance and custody of the minutes and 
other official records of the Board, and, except as otherwise directed by the Board, 
the furnishing of notice of matters acted upon by the Board, the certification and 
ensealing of all resolutions, papers, and documents requiring certification on be- 
half of the Corporation or the affixation of its corporate seal, the issuance of cer- 
tificates of membership, or duplicates thereof, to insured banks. 


[{ 73.3] (c) Committees. 


(1) Board of Review: A Board of Review, consisting of a member of the Board 
of Directors and such staff members of the Corporation as are thereto appointed 
by the Board of Directors, has been established to consider in those cases referred 
to it the recommendations from the Division of Examination relative to applica- 
tions from banks for deposit insurance, for consent by the Corporation to retire- 
ment or reduction of capital, change of location of main office, establishment, oper- 
ation, or change of location of branches, conversions into another bank, merger, 
consolidation, deposit assumption and asset acquisition transactions, extensions by 
State nonmember insured banks (except District banks) of corporate or charter 
powers, and to the service of bank directors, officers and employees convicted of 
certain offenses, and other similar requests and recommendations to terminate the 
insured status of a bank, or to issue cease and desist orders and suspension or 
removal orders, and to recommend to the Board of Directors the action to be taken 
thereon. 


(2) Committee on Liquidations, Loans, and Purchases of Assets: A Committee 
on Liquidations, Loans, and Purchases of Assets, consisting of a member of the 
Board of Directors and such staff members of the Corporation as are thereto ap- 
pointed by the Board, has been established to consider in those cases referred to it 
recommendations from the Division of Examination relative to applications by 
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insured banks for financial assistance by means of loans to, or purchases of assets 
from, or deposits by the Corporation in insured banks, and recommendations from 
the Division of Liquidation relative to payment of insured deposits and liquidation 
activities, and to recommend to the Board of Directors the action to be taken 
thereon. 


(3) Special Committee: A Special Committee, consisting of a member of the 
Board of Directors and such staff members of the Corporation as are thereto ap- 
pointed by the Board, has been established to consider in those cases referred to it 
recommendations from the Legal Division with respect to legal matters requiring 
action of the Board, including applications for exemption from the advertising regu- 
lations of the Corporation, compromises or settlements of litigation in which the 
Corporation has an interest, claims by or against the Corporation which are not in 
connection with matters considered by the Committee on Liquidations, Loans, and 
Purchases of Assets, fixing of fees of attorneys retained by the Corporation; and 
to consider administrative procedure, rules, regulations, and forms of the Corpo- 
ration, proposed changes in laws and regulations on assessment matters, instructions 
on preparation of certified statements and payment of assessments and problems 
of field audit of certified statements; and to consider recommendations from the 
several Divisions of the Corporation which are referred to it with respect to matters 
requiring Board action, except as otherwise prescribed; and to recommend to the 
Board of Directors the action to be taken thereon. 


{€ 73.4] (d) Divisions. 


(1) Division of Examination: The Division of Examination, headed by a Chief, 
is responsible for the regular examination of insured State nonmember banks and 


affiliates, State nonmember banks applying to become insured banks, closed insured 
banks, and for the special examination of other insured banks; reviews reports of 
such examinations as well as reports of examinations made by the office of the 
Comptroller of the Currency, in the case of national and District banks, and by the 
Federal Reserve banks, in the case of State member banks, for the education and 
training of examiners; advises, assists, and makes recommendation to, the Board 
of Directors with respect to any supervisory action pertaining to insured banks, 
including termination of insured status, cease and desist orders and suspension or 
removal orders; conducts investigations and makes recommendations to the Board 
of Directors on applications for consent to the service of bank directors, officers 
and employees convicted of certain offenses, applications for deposit insurance, 
applications for consent to the merger, consolidation, deposit assumption and asset 
acquisition transactions, applications for consent to the retirement or reduction of 
capital, applications for consent to the establishment and operation of branches, 
the change of location of the main officee, or branch, the extension of corporate 
activities; submits to other Federal banking agencies reports on the competitive 
factors involved in merger applications; administers the Corporation’s responsi- 
bilities in connection with the Bank Service Corporations Act, the Securities Acts 
Amendments of 1964, changes in the control of bank stock; and performs such 
other functions and activities as may be assigned from time to time by the Board 
of Directors. 


(2) Legal Division: The Legal Division, headed by a General Counsel, advises 
and assists the Board of Directors and the several Divisions of the Corporation with 
respect to all legal matters concerning the functions, activities, and operations of 
the Corporation, including all litigation, correspondence of a legal character, inter- 
pretation of organic law and Federal and State laws applicable to or affecting the 
Corporation or its activities, and the preparation of rules, regulations, orders and 
opinions as permitted by law, and documents of a legal character. 
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(3) Office of the Controller: The Controller is the chief financial, fiscal, and 
accounting officer of the Corporation, is responsible for the maintenance and cus- 
tody of all accounting records, for prescribing accounting methods, and procedures, 
for the custody, safekeeping, receipt, deposit, and disbursement of all funds of the 
Corporation and accountability therefor, for the custody of all assets other than 
those within the responsibility of the Chief of the Division of Liquidation, for super- 
vision over and responsibility for the administration of assessment laws and regu- 
lations, for supervision of the Office of Education and Publications, and for the 
supervision and direction of all personnel, budget, administrative services, and 
services and supply functions of the Corporation. 


(4) Division of Liquidation: The Division of Liquidation, headed by a Chief, 
supervises, is responsible for, and advises, assists, and makes recommendations to 
the Board of Directors with respect to payments to depositors of closed insured 
banks, the liquidation of national banks and insured State banks for which the 
Corporation is appointed receiver, the liquidation of closed insured banks for which 
the Corporation is not receiver, and with respect to loans to, purchases of assets 
from, or deposits by the Corporation in, open or closed insured banks and the 
liquidation of assets acquired thereby. 


(5) Division of Research: The Division of Research, headed by a Chief, pro- 
vides economic counsel to the Board of Directors. It supervises, is responsible for, 
and advises and assists the Board of Directors with respect to continuing and special 
studies pertaining to deposit insurance, banking, finance, and economic matters, 
and the collection, compilation, and interpretation of statistical data relating to the 
condition and operations of banks. 

(6) Audit Division: The Audit Division, headed by a Chief, conducts and is 


responsible for a continuous administrative audit of all fiscal and accounting activi- 
ties of the Corporation and evaluation of internal audit and fiscal controls, and the 
preparation of detailed and summary audit reports to the Board of Directors. 


{[{ 73.5] (e) Location of divisions. 


All of the divisions of the Corporation are located at the principal office of the 
Corporation at 550 17th Street N.W., Washington, D.C. 20429. 


[{ 73.6] Section 2. Field organization. (a) District offices. 


The United States is divided into fourteen Federal Deposit Insurance Districts. 
The Corporation maintains an office in each of such Districts. Each District office 
is headed by a Supervising Examiner who is appointed by the Board of Directors 
and functions under the supervision of the Chief of the Division of Examination. 
Each Supervising Examiner is assisted by one or more Assistant Supervising 
Examiners and by a staff of examiners, assistant examiners, and clerical and steno- 
graphic employees. The Supervising Examiner directs and supervises the exami- 
nation by the Corporation of insured banks located within the States and Terri- 
tories comprising the District, makes recommendations to the Chief of the Division 
of Examination with respect to applications and other activities as set forth in 
paragraph 1(d) hereof, and acts as the Corporation’s representative in dealing 
directly with insured banks and State bank supervisory authorities in his District 
regarding bank supervisory matters. 


[{ 73.7] (b) Agents for service of process. 


The Board of Directors, in accordance with the provisions of Section 9 Fourth 
of the Federal Deposit Insurance Act (12 U.S.C. § 1819) has designated an agent 
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upon whom service of process may be made in each State, Territory, and other 
jurisdiction in which an insured bank is located. Persons desiring to serve process 
upon the Corporation in any jurisdiction may obtain the name and address of the 
proper agent by communicating with the Secretary of State or corresponding official 
in such jurisdiction, the Supervising Examiner for the District including such juris- 
diction, or the General Counsel of the Corporation at Washington, D.C. 


[{ 73.8] (c) Liquidators. 


The Corporation appoints a Liquidator for each receivership of an insured 
national bank or District bank or insured State bank for which the Corporation is 
appointed receiver, as well as for the liquidation of the assets acquired by the 
Corporation pursuant to a loan or purchase of assets. Under the control of the 
Board of Directors, and subject to the supervision of the Chief of the Division of 
Liquidation, a Liquidator is the official representative of the Corporation with re- 
spect to the receivership or liquidation entrusted to his charge, and, in general, is 
the supervisor immediately in charge of the liquidation or receivership on behalf 
of the Corporation. Local field offices are ordinarily maintained by such Liquida- 
tors with respect to such receiverships and liquidations and located in the com- 
munity in which the closed insured bank was engaged in business. Persons desiring 
to communicate or transact business with any such Liquidator may obtain his name 
and address by communicating with the Chief of the Division of Liquidation of the 
Corporation at Washington, D.C. 


[{ 73.9] (d) Claim agents. 


Pursuant to the provisions of subsection (b) of section 10 of the Federal Deposit 
Insurance Act (12 U.S.C. 1820(b)), the Corporation appoints one or more Claim 
Agents for each insured bank which shall have been closed under circumstances 
requiring the Corporation, in accordance with applicable law, to make payment of 
the insured deposits therein. Under the control of the Board of Directors, and 
subject to the supervision of the Chief of the Division of Liquidation, the Claim 
Agent exercises the powers prescribed by law and is the official representative of 
the Corporation with respect to the payment of insured deposits in such closed 
bank and, in general, supervises the pay-off of the insured depositors on behalf 
of the Corporation. Local field offices, as authorized by the Board of Directors, 
are maintained by such Claim Agents with respect to each such payoff and ordi- 
narily are located at the site of the closed insured bank until the payoff has been 
fully or substantially completed. Persons desiring to communicate or transact 
business with any such Claim Agent may obtain his name and address by com- 
municating with the Chief of the Division of Liquidation. 


[{ 73.10] Section 3. Delegations of final authority. 


The Chief of the Division of Examination and the Supervising Examiner of the 
District in which the bank is located have been authorized to take final action with 
respect to the approval of certain applications, such as applications by a State 
nonmember insured bank to move its main office or branch or to obtain an exten- 
sion of a time limitation imposed in connection with a previous application. This 
delegated authority is subject to certain limitations set forth in the delegations of 
authority which are available at the office of each Supervising Examiner. The 
Chief of the Division of Examination is also authorized to act upon applications 
by State nonmember insured banks for extensions of time of ninety days or less 
within which to register securities pursuant to the provisions of section 12(g) of 
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the Securities Exchange Act of 1934, as amended. For the purposes of assuring 
the performance and continuity in the management functions and activities of the 
Corporation, the Board of Directors has delegated, to the extent deemed necessary, 
authority with respect to the management of the Corporation’s affairs to certain 
designated officers, such authority to be exercised only in the event of an emer- 
gency, involving an enemy attack on the continental United States or other warlike 
occurrence, which renders the Board of Directors unable to perform the manage- 
ment functions and activities normally performed by it. Except as otherwise pro- 
vided herein, or with respect to matters which generally involve conditions or 
circumstances requiring prompt action in the field for the better protection of the 
interests of the Corporation and to achieve flexibility and expedition in its opera- 
tions and in the exercise of its functions, such as arise in connection with the 
Corporation’s litigation and liquidation matters and with the payment of claims for 
insured deposits, the Board of Directors does not delegate its authority and no 
delegations of final authority within the statutory meaning of that phrase are made 
by the Board of Directors. Any person having a proper and direct concern therein 
may ascertain the scope of authority of any officer, agent or employee of the Cor- 
poration by communicating with the Secretary of the Corporation. (32 F.R. 128, 
p. 9759, dated 7/4/67.) 


[€ 73.21] New office 
(Extract from FDIC Rep. 1972) 


During 1972, the Office of Management Systems and Financial Audits was estab- 
lished. The office was staffed almost completely by transfer of Office of the Auditor 
personnel formerly assigned to the Executive Offices, and the Information Services 
Branch, previously located in the Division of Research. At preset, the office con- 
sists of (1) an information services branch, which provides the Corporation with 
systems analyses, system design, and programming support for computer based 
information systems; (2) a computer center branch, which operates the FDIC 
computer system; and (3) a financial audits branch, which performs the Corpo- 
ration’s internal financial audit functions and audits banks being liquidated by the 
Corporation. 

The new office was created to organize the Corporation’s information-processing 
activities independent of other divisions or offices, and it has been expanded to pro- 
vide analyses of present and proposed systems to Corporation management regard- 
ing the cost and effectiveness of these systems. Further planning includes studying 
the potential of this office in providing staff support to the Board of Directors and 
other divisions and offices in other management systems activities, including, for 
example, organization studies, manpower and work load analyses, and manual 
systems analyses. 


[{ 73.22] Executive secretariat 
(Extract from FDIC Rep. 1973) 


In early 1973, the office of the Executive Secretariat of the Corporation was 
created. This office, headed by the Executive Secretary, was assigned functions 
formerly performed by the Secretary to the Corporation and the Assistant to the 
Board of Directors. The Executive Secretary also performs certain review functions 
for the Board of Directors, and has general supervision over the Corporation’s 
Information Office. 
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€ 73.23 Organizational chart 
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[* 73.311 FDIC statement of policy on loans to FDIC examiners 
by national banks—district banks and state member 
banks 


Text is as follows: Any officer, director or employee of a bank the deposits of 
which are insured by the Corporation is prohibited from making a loan to any 
governmental examiner “who examines or has authority to examine” such bank 
(18 U.S.C. 212). A governmental bank examiner, in turn, is prohibited from 
“accept[ing] a loan from any bank, corporation, association or organization ex- 
amined by him or from any person connected therewith” (18 U.S.C. 213). Section 
10(b) of the Federal Deposit Insurance Act, as amended (12 U.S.C. 1820(b)). 
provides in pertinent part: 

The Board of Directors shall appoint examiners who shall have power, on behalf 
of the Corporation, to examine any insured State nonmember bank (except a Dis- 
trict bank), any State nonmember bank making application to become an insured 
bank, and any closed insured bank, whenever in the judgment of the Board of 
Directors an examination of the bank is necessary. In addition to the examinations 
provided for in the preceding sentence, such examiners shall have like power to 
make a special examination of any State member bank and any national bank or 
District bank, whenever in the judgment of the Board of Directors such special 
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examination is necessary to determine the condition of any such bank for insurance 
purposes. In making examinations of insured banks, examiners appointed by the 
Corporation shall have power on behalf of the Corporation to make such examina- 
tions of the affairs of all affiliates of such banks as shall be necessary to disclose 
fully the relations between such banks and their affiliates and the effect of such rela- 
tions upon such banks. Each examiner shall have power to make a thorough ex- 
amination of all of the affairs of the bank and its affiliates, and shall make a full 
and detailed report of the condition of the bank of the Corporation. 

The Corporation has rarely exercised its power under section 10(b) to make a 
special examination of a national bank, a State bank operating under the laws of 
the District of Columbia (“District Bank”), or a State bank which is a member of 
the Federal Reserve System (“State member bank’’), which are regularly examined 
by examiners appointed by the Comptroller of the Currency and the Board of Gov- 
ernors of the Federal Reserve System, respectively. Nevertheless, the second sen- 
tence of section 10(b) might be interpreted as conferring on all FDIC examiners 
general authority to examine any national bank, District bank or State member 
bank, thereby precluding a loan to an FDIC examiner from any such bank. 

In the Corporation’s opinion, attribution of such general authority to FDIC ex- 
aminers would be an overly broad construction of section 10(b). Literally read, 
that provision empowers Corporation examiners to make a special examination of 
a national bank, District bank or State member bank only “whenever in the judg- 
ment of the Board of Directors such special examination is necessary to determine 
the condition of any such bank for insurance purposes.” The Corporation interprets 
this provision as requiring a specific judgmental determination by the Board of 
Directors as a precondition for a special examination of a national bank, District 
bank or State member bank by Corporation examiners. It would thus seem wholly 
anomalous, as well as contrary to the clear meaning of section 10(b) to conclude 
that a Corporation examiner could, without express prior authorization by the 
Board of Directors, conduct a special examination of a national bank, District bank 
or State member bank which is not affiliated with an insured State nonmember 
bank which he does examine. Although express authorization presently exists with 
respect to examinations of State nonmember insured banks, which are regularly 
examined by the Corporation, no such authorization has been generally granted 
with respect to national banks, District banks or State member banks—nor does the 
Corporation foresee any circumstances under which such a general authorization 
would be granted in the future with respect to such banks. 

On the contrary, any special examination of a national bank, District bank or 
State member bank hereafter conducted by Corporation examiners will be under- 
taken only pursuant to specific authorization by the Board of Directors. In order 
to avoid any possibility that a Corporation examiner might be assigned to examine 
a national bank, District bank or State member bank from which he has a loan 
outstanding, Corporation examiners will be required to report to the Corporation 
the name of any such bank from which they have credit outstanding. Furthermore, 
the specific authorization for special examination of a national bank, District bank 
or State member bank will be predicated upon actual notice to the particular bank 
at the time the special examination begins to the effect that the bank shall thereafter 
make no loans to the examiners specifically designated in the notice to conduct the 
special examination. Absent such specific notice, any such bank may assume that 
Corporation examiners do not have authority from the Corporation’s Board of Di- 
rectors to examine the bank. 

In addition, as noted above, a Corporation examiner is prohibited from accepting 
a loan from, among others, “any person connected [with]” any bank actually ex- 
amined by him (18 U.S.C. 213). Since this prohibition could be construed to apply 
to a Corporation examiner’s acceptance of a loan from a national bank, District 
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bank or State member bank which is affiliated with an insured State nonmember 
bank examined by him, no loan to a Corporation examiner should be made by a 
national bank, District bank or State member bank which is affiliated in a holding 
company system or otherwise with an insured State nonmember bank and no such 
loan should be accepted by a Corporation examiner. In the event a national bank, 
District bank or State member bank making a loan to a Corporation examiner be- 
comes affiliated with an insured State nonmember bank subsequent to the making 
of the loan, the loan should be promptly removed and other suitable arrangements 
made. Prior to removal of the loan, the examiner in question will not be permitted 
to examine an insured State nonmember bank affiliated under a holding company 
system or otherwise with a national bank, District bank or State member bank 
which has made a loan to him.' (38 F.R. 150, pp. 21210, 21211, dated 8/6/73). 

1 The above procedures, of course, are merely designed to permit borrowing by an 
FDIC examiner from a national bank, District bank or State member bank in a bona 
fide transaction under circumstances where there is no likelihood of contravention of 
the congressional purpose underlying the criminal statutes discussed herein (18 U.S.C. 
212 and 213). Those statutes are designed “to proscribe certain financial transactions 
which could lead to a bank examiner carrying out his duties with less than total, unbiased 
objectivity.” United States v. Bristol, 473 F.2d 439, 442 (Sth Cir. 1973). As in the 
Bristol case, it may be expected that courts will have little difficulty in penetrating a 
subterfuge which attempts to camouflage criminal conduct that does violate the clear 
intent of those statutes. 


[€ 73.41] Federal supervisory problems—Address by FDIC 


Chairman Frank Wille, 1971 


In a 1971 address, FDIC Chairman Frank Wille, reviewing some of the federal 
bank supervisory problems, stated: 

“We have now completed ten years of experience under the Bank Merger Act of 
1960—a decade which has frequently been exasperating for banks, supervisory 
authorities, the Antitrust Division and the Courts. 

“We are, of course, dealing with difficult, and still evolving, concepts of competi- 
tion. Beyond that, we must take into account the economics of banking service in a 
given community, the banking needs and convenience of the public, and, occasionally, 
the operational problems of a bank which seeks to merge. Advice must be given, 
and decisions made, within the framework of differing state laws that have a clear 
bearing on the alternatives to merger that are available and within the framework of 
a complex regulatory structure in which a multiplicity of agencies at both Federal 
and State levels can influence the final result. I think it hardly a surprise, under these 
circumstances, that proposed mergers which appear on their face to present similar 
facts may ultimately have quite different fates. 

“An explanation of why these differences occur is not an endorsement of the pres- 
ent system. I believe, in fact, that the present division of administrative authority 
over bank mergers has had several unfortunate consequences: it has obstructed the 
development of a rational and consistent public policy on bank mergers; it has en- 
couraged disrespect for the standards of competition set forth in the Act and in 
Supreme Court decisions; and it has aggravated problems of competitive imbalance 
within the nation’s dual banking system. 

“But if the past ten years have exposed the deficiencies inherent in a tripartite 
administration of bank merger policy among the three Federal bank agencies, they 
have also seen a number of substantive bank merger issues settled, particularly in the 
years since 1966. The standards of Section 7 of the Clayton Act are applicable in 
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determining whether the effect of a proposed bank merger ‘may be substantially to 
lessen competition’ in any section of the country within the meaning of the Bank 
Merger Act. A proposed merger found to ‘have anticompetitive effects as judged by 
the standards normally applied in antitrust actions’ may nevertheless be approved if 
the deciding agency finds that these anticompetitive effects’ are clearly outweighed 
in the public interest by the probable effect of the transaction in meeting the conve- 
nience and needs of the community to be served.’ On this issue, the burden of proof 
has been placed by the Supreme Court on the banks involved, with the requirement 
that they show that the expected benefits in terms of convenience and needs of the 
communuity to be served cannot reasonably be achieved through other, less anti- 
competitive, means.” Whereas prior to 1966, it was unclear what weight the deciding 
agency was to place on its analysis of the various competitive factors, as distinct from 
banking factors and convenience and needs, it now appears that the competitive 
factors are to be assigned a primary weight, although the other factors must still be 
considered. The only difficulty with that is that some competitive effects of a merger 
may be pro competitive while other competitive effects of the same merger may be 
anti competitive. 

“In the Phillipsburg case decided last June, the Supreme Court for the first time 
considered the proposed merger of small banks in a banking market of limited popu- 
lation.* But the Court’s opinion, in some respects unanimous and in other respects 
divided 5-2 (with two justices abstaining), is likely to affect all bank merger activity 
in the years ahead. The fact that one bank was $25 million and the other $17 million 
in asset size may actually be the least important aspect of the case, except as a 
reminder that almost 85% of all banks in the United States are below $25 million in 
asset size. That the Court was unwilling to write into the Bank Merger Act or the 
Clayton Act a loophole of that magnitude is not surprising when both Acts seems to 
require a competitive analysis based on relative size and influence within a given 
market. 

“Of greater importance, it seems to me, was the Court’s treatment of the relevant 
product market or ‘line of commerce’ issue, its determination of the relevant geo- 
graphic markets for assessing competitive impact and community convenience and 
needs, and its views as to the share of a market which constitutes a violation of 
Section 7 of the Clayton Act for purposes of the Bank Merger Act. 

“In 1963, as you know, the Court had determined that the appropriate line of 
commerce for judging the proposed merger of two large, full-service commercial 
banks in the metropolitan Philadelphia areas was ‘commercial banking’, without re- 
gard to the competition which such banks were conceded to face from a variety of 
non-bank sources in one or more of the loan, deposit or trust services which they 
offered their customers.* In Phillipsburg, the Court reaffirmed that determination, 
although the banks involved depended much more heavily on time and savings de- 
posits from retail customers and made many more mortgage loans to individuals 
than the big city banks in the Philadelphia case. Despite the greater similarity of the 
banks in Phillipsburg with mutual thrift institutions, the Court found that the ‘cluster 
of products and services termed commercial banking’ had an economic significance 
well beyond the individual products and services involved, so that it was not appro- 
priate to consider the extent to which savings banks, savings and loan associations or 
other financial institutions provided services in the same geographic market similar 
to the services offered by the merging banks. 


1 United States v. First National City Bank of Houston, 386 U.S. 361 (1967). 

2 United States v. Third National Bank in Nashville, 390 U.S. 171 (1968). 

3 United States v. Phillipsburg National Bank, 399 U.S. 350, 90 S. Ct. 2035, 26 L. Ed. 
2d 658 (1970). 

4 United States v. Philadelphia National Bank, 374 U.S. 321 (1963). 
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“Whatever views bankers, economists, lawyers or the agencies themselves may 
have as to the merits of the Court’s view, I regard it as settled that in the typical 
commercial bank merger case, the decisive line of commerce for assessing com- 
petitive impact within the meaning of the Bank Merger Acct is limited to the products 
and services provided only by commercial banks in the relevant geographic market. 
A similar analysis would seem to require that in a merger of mutual thrift institutions 
they also be treated separately from other financial institutions where the ‘cluster of 
products and services’ they can offer includes deposit accounts at interest rates higher 
than the rates commercial banks and certain other types of financial institutions can 
offer on the same accounts. On the other hand, where special local circumstances 
prevail (as, for example, in a state where mutual savings banks generally control 
commercial bank affiliates), a combined line of commerce may be appropriate. Or, 
if mutual savings banks or savings and loan associations obtain unlimited checking 
account powers in the future, the Court’s ‘line of commerce’ analysis may have to be 
reexamined because of its past emphasis on the economic importance of the demand 
deposit function and its uniqueness to commercial banking. A similar reexamination 
might follow the elimination of differences in rates authorized and paid on savings 
accounts in mutual thrift institutions. Absent such local circumstances or changes in 
the powers of financial institutions, the separation of commercial banks from other 
institutions that compete with them only in part appears to be required ‘by the stan- 
dards normally applied in antitrust actions’ which now are incorporated in the Bank 
Merger Act. 

“The Court in Phillipsburg also reaffirmed its 1963 approach to the definition of 
the relevant geographic market within which competitive impact should be assessed. 
This stressed the ‘market area in which the seller operates and to which the purchaser 
can practicably turn for supplies.’ The ‘market area in which the seller operates’ is 
located by reference to the places from which it draws its business, the places where 
its offices are situated, and the places where it seeks its banking business. At least 
two, and possibly a larger number of geographic markets, may be relevant under a 
reasonable application of this standard. The obvious ones are the geographic areas 
from which the two banks derive the bulk of their banking business. Frequently these 
are the same for both banks, as in Phillipsburg, or they may overlap in part. If the 
offices of the two banks are located at some distance from each other, and one bank 
is significantly larger than the other, the trade area of the smaller bank will undoubt- 
edly be examined more closely than the trade area of the larger bank, since it is in 
that area that such a merger will usually be found to have its greatest competitive 
impact. 

“This discussion would not be complete without noting further that the Court found 
a Merger proposal anticompetitive within the meaning of the Clayton Act, and hence 
within the meaning of the Bank Merger Act, where one bank controlled only 11.3% 
of the total demand deposits within a relevant geographic market and the other bank 
controlled only 7.9% of such deposits in the same market, for a combined total of 
19.2%. This was a share of the market substantially below that found anticompeti- 
tive in prior bank merger cases, but completely consistent with Clayton Act prece- 
dents in nonbank merger cases, some of which involved much lower percentages than 
those in Phillipsburg. 

“Given the view that these figures establish a prima facie case of anticompetitive- 
ness, and given the heavy burden banks have of proving community convenience and 
needs to justify an anticompetitive merger, it is unlikely that many mergers of viable 
banks already competing in the same market can be justified. In this connection, it 
is worth noting that the Court in Phillipsburg further held that ‘convenience and needs’ 
may not be evaluated in an area smaller than the geographic market used in assessing 
competitive impact. Furthermore, it is not enough to show that the proposed merger 
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would benefit members of the public interested, for example, only in large loan and 
trust services; the merging banks must also show that all seekers of banking services 
in the relevant area would benefit. The final hurdle is that the banks must also estab- 
lish that these benefits cannot reasonably be achieved by some other, less anticompeti- 
tive means. 

“The Phillipsburg decision has left a number of practical problems in the areas it 
discussed and a number of basic substantive issues yet to be resolved by the Court. 
For example: 

“@ The Court’s discussion of the relevant geographic market for purposes of com- 
petitive analysis still leaves considerable agency discretion in defining the exact geo- 
graphic extent of that market, particularly in metropolitan areas where state law limits 
the right to branch to an area smaller than the draw of the banks involved for deposit 
and loan business. We have been admonished that the relevant market must be neither 
so broad as to minimize obvious anticompetitive effects nor so narrow as to ignore, 
unrealistically, the competitive influences actually at work within the market. More- 
over, in many banking markets, the inclusion or exclusion of deposit and loan figures 
for offices or institutions of the same type on the periphery of the core area of the 
market, can make a substantial difference in one’s view of the probable competitive 
effect of a given merger, even in analyzing present or direct competition. 

“@ In actual situations presented ‘to it for decision, the Supreme Court may or 
may not adhere to its dictum in the Phillipsburg case that cites ‘with a population 
exceeding 10,000 and their environs’ can be viewed as an ‘economically significant’ 
section of the country for purposes of applying normal antitrust standards. If the 
Court follows this dictum, will it go below 10,000 people in an appropriate case? 

“@ Many banking markets have had historically only three, four, five or six banks. 
Will the Court adhere to its view that 19.2% of such a market is anticompetitive on 
its face? Will the Court go lower than 19.2% in other cases by applying the very 
low concentration ratios of Section 7 cases outside the bank merger field? 

“@ Where the relevant geographic area of actual, existing competition is not the 
same as the area of potential competition under State law, must the competitive 
impact of the proposed merger be separately assessed within both areas? In States 
where branch banking is authorized only on a countrywide or regional basis, is the 
competitive structure of the entire State nevertheless relevant if Statewide holding 
companies are possible, or if Statewide mergers are permitted, but de novo branching 
is limited to the smaller area? If such large and populous areas are relevant, should 
not the concentration ratios for prima facie anticompetitiveness be significantly lower? 

“@ If the potential for future competition between the two merging institutions, 
either through de novo branching or through an alternative merger, is conceded to be 
a relevant competitive factor, what weight should be assigned to an anticompetitive 
effect in this area when there are procompetitive effects in the area of direct and 
immediate competition? 

“@ Should not consideration be given as well to the precedent effect an approval 
may have on the long range structure of competition in a given market, particularly 
if it can lead to a large market dominated by only a handful of banks? 

“@ To what extent must the deciding agency examine the alternatives which may 
be available, either internally or by outside assistance, to provide the alleged benefits 
in banking service or to solve an operating problem if the proposed merger appears 
to be anticompetitive? 

“It is apparent from reading the decisions and competitive factors reports of the 
three Federal agencies that their disagreements on one or more of these items will 
continue. Individual views, moreover, on the weight to be given each factor in arriving 
at a final decision to approve or disapprove, even if such factors are considered, will 
continue to vary, since it is in this area that subjective views and personal experience 
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of the public officials involved can so easily influence the final outcome. 

“You have been discussing among other things at this conference the Bank Holding 
Company Act of 1956 and its most recent amendments enacted last year. In the bank 
holding company area, the division of authority between the three Federal agencies 
has, of course, not been followed. Instead the final authority has been assigned to 
the Federal Reserve Board, a solution which I supported both as New York State 
Superintendent of Banks and as Chairman of the Federal Deposit Insurance Corpora- 
tion. I believed then, as I do in the bank merger field, that the interests of fairness, 
predictability and rationality all require a single agency with the power to decide 
matters so basic to a bank’s competitive position. While individual members of the 
Board of Governors may disagree with a particular decision, | am confident that a 
consistent trend of decisions will be evident under the Bank Holding Company Act, 
even though such consistency has so far eluded the banking industry and the super- 
visory agencies under the Bank Merger Acct. 

“With these two experiences to choose from, I believe the time has come for the 
Congress and all interested parties to reexamine the division of authority among the 
three Federal banking agencies which has been required by the Bank Merger Act but 
not by the Bank Holding Company Act. In my view, the area of bank mergers is just 
as important, if not more important, to a bank’s competitive position in its market 
than its ability to acquire nonbank affiliates through a holding company parent. 

“The Bank Merger Act itself indicates that a desire for uniform standards is the 
reason the two nondeciding agencies, as well as the Department of Justice, have been 
given an opportunity to submit their views on the competitive factors of a merger pro- 
posal to the other agency. It was the Congressional view, as expressed in the Senate 
report that preceded the enactment of the original Act in 1960, that the Comptroller 
of the Currency, the Federal Reserve Board and the Federal Deposit Insurance 
Corporation: 


Must review applications with the same attitude, and must give the same 
weight to the various banking and competitive factors. The Comptroller must 
not be more lenient in approving mergers so as to attract merging State banks 
into the national banking system. The Board and the FDIC likewise must not 
be more lenient in approving mergers so as to tempt national banks to leave the 
national banking system. The State banking system and the National banking 
system must develop and compete with each other on their own merits with- 
out pressure in either direction from the administration of the [Act]. 


The Committee Report in the House agreed that every effort must be made to avoid 
a situation where one Federal agency is ‘tough’ about mergers and another is ‘easy,’ 
where there might be an inducement to arrange mergers so as to result in the kind of 
bank where approval could be easily obtained. While the House limited the reports 
of the nondeciding agencies to competitive factors, they further stated the view that 
‘The problem of obtaining uniformity is particularly acute in regard to the competitive 
factors, and it is expected that this uniformity can be obtained without asking the 
other two banking agencies for reports on the banking factors. . . .” It recognized the 
merit in a suggestion made at that time that a single agency be authorized to approve 
all mergers, but reaffirmed its belief that the consultation provided in the final Act 
would achieve the purposes of that suggestion. 

“A review of the nearly 1700 merger proposals brought to a final, public decision 
by one of the three Federal bank agencies under the Bank Merger Act will show that 
this Congressional desire for uniformity of result has not been achieved under the 
Bank Merger Act. 

“I would therefore suggest that the Congress undertake a reexamination of the 
administrative provisions and experience under the Bank Merger Act with a view to 
determining whether the. pattern established in the Bank Holding Company Act 





1-427 FDIC INTERPRETATIVE STATEMENT q 73.51 


should be adopted as well in the bank merger field. There are, of course, a number 
of ways in which greater uniformity of result could be achieved. 

“A study prepared for, and recently released by, the Conference of State Bank 
Supervisors recommends that the Bank Merger Act be repealed, on the ground that, 
as interpreted, it is duplicative of the Clayton Act machinery available to the Anti- 
trust Division. I think this suggestion both premature and unrealistic; premature 
because the full impact of the Bank Merger Act Amendments of 1966 has not been 
determined by Supreme Court decision, and unrealistic because the Antitrust Division 
has so many conflicting demands for an allocation of their limited resources over the 
full range of merger activity within American business and finance. The Congress, 
moreover, in both the Bank Merger Act and the Bank Holding Company Act, has 
expressed a desire for thorough agency review and control ot all applications on the 
part of banks to expand—by merger with other banks or by holding company affilia- 
tion with banks and nonbank businesses closely related to banking or managing or 
controlling banks. 

“Another possibility is the assignment of all bank merger authority at the Federal 
level to the Board of Governors of the Federal Reserve System, pending more com- 
plete changes in the present structure of bank regulation at that level. Given the 
existing responsibilities of the Board, however, and the new ones added by the Bank 
Holding Company Act Amendments of 1970, the Board itself might consider this 
proposal not to be administratively feasible at the present time. 

“I think a more practical interim step might be the assignment to the Federal 
Reserve Board of all authority over proposed mergers involving a subsidiary bank 
of a bank holding company, irrespective of the classification of the resulting bank 
as a national bank, a State member bank or a State nonmember bank insured by the 
FDIC. This would be consistent with the Board’s past authority over direct acquisi- 
tions of banks by a holding company and consistent also with its new authority over 
the expansion of bank holding companies into areas closely related to banking or 
controlling or managing banks. The assignment of such merger authority should be 
manageable for the Board and would encompass within its scope, on a consistent 
basis, the merger activity of the larger, expansion-minded banks in the country, most 
of which have become subsidiaries of either one-bank or multi-bank holding 
companies. 

“T have identified this problem of administration under the Bank Merger Act and 
proposed a partial but significant remedy, not in the expectation of early Congres- 
sional action, but in the hope of starting a serious discussion that may lead in time to 
more uniform results in actual merger decisions under the Act. I believe this to be 
required before the public interest in a truly competitive banking structure in this 
country can be achieved.” 


{{ 73.51] FDIC interpretative statement on advertising of inter- 
est or dividends on deposits 


The Board of Directors of the Federal Deposit Insurance Corporation has autho- 
rized the publication of the following interpretative statement setting forth the posi- 
tion of the Corporation’s Legal Division with respect to the meaning and application 
of the provisions of section 329.8 of the rules and regulations of the Corporation. 

Section 329.8 prescribes the manner in which insured nonmember banks (includ- 
ing insured nonmember mutual savings banks) may advertise the interest or dividends 
they pay on time and savings deposits. In enforcing the provisions of this section, 
the Corporation, for the most part, relies on a review of questionable advertisements 
brought to its attention. This approach, however, tends to provide an uneven measure 
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of protection for depositors and at times works a competitive inequity vis-a-vis those 
banks whose advertisements are not questioned. 

The Legal Division believes it important that insured nonmember banks know 
the approach taken and the criteria applied by the staff in reviewing their advertise- 
ments for conformity with the requirements of section 329.8 of the Corporation’s 
regulations. This knowledge should better enable insured nonmember banks to 
fashion advertisements that avoid violating any requirements of section 329.8. 

Section 329.8 sets forth various specific requirements in subsections (a) through 
(e) and (b) capped by a general proscription in subsection (f) against “inaccurate” 
or “misleading” advertisements or those which “misrepresent” the deposit contracts 
offered. The Legal Division believes that the various specific requirements pre- 
scribed should be read and applied literally in accordance with their evident intent 
and purpose. The general proscription against inaccurate or misleading advertise- 
ments should be taken as prohibiting any statement or claim which incorrectly repre- 
sents the terms and conditions of the deposit contracts offered or which has a ten- 
dency or capacity to deceive or to leave an erroneous impression. It is of the utmost 
importance, therefore, that insured nonmember banks avoid exaggerated, overly 
generalized or unsubstantiated claims or assertions or ambiguous statements reason- 
ably susceptible to a construction that is or may be false or erroneous. The Legal 
Division believes that every effort should be made to explain correctly, in simple 
direct language, the terms and conditions of the deposit accounts solicited, including 
the duration of a depositor’s commitment of his funds and the existence of penalties 
for or restrictions on withdrawals prior to maturity so that he may appreciate the 
relative merits of the accounts offered and intelligently choose those that best suit 
his needs. 

In reviewing questionable advertisements, the Legal Division staff has noted from 
time to time a variety of violations of section 329.8. The following are listed for the 
benefit and guidance of insured nonmember banks as examples of the type of adver- 
tising that should be avoided: 

(1) Section 329.8(d) requires a clear statement of any time requirement to which 
an advertised rate is subject. Frequently, a rate is advertised as being “guaranteed” 
for a specified number of years. While the advertising of a rate as being “guaranteed” 
for a specified period may be permissible, the Legal Division does not believe that 
the quoted language suffices as a clear statement of the minimum time requirement 
because it merely states the duration of the “guarantee” without adequately informing 
a potential depositor that he must commit his funds for a minimum period in order 
to obtain the “guaranteed” rate. In order to suffice as a clear statement, language 
should be used which plainly indicates that a depositor must commit his funds for a 
definite period or term in order to obtain the advertised rate. 

(2) Similarly, a rate is often advertised as being available on money “held,” 
“kept” or “left” on deposit for a specified number of years. This language, without 
further explanation, is particularly objectionable because not only does it fail to 
inform a depositor that he must make a term commitment of funds to obtain the 
rate, but it affirmatively suggests that he may unilaterally withdraw his funds, without 
penalty, at any time during the period specified. The quoted language is also mis- 
leading because it fosters the false notion that the rate offered is dependent on the 
length of time a depositor chooses to permit his funds to remain on deposit rather 
than on the fixed term for which he commits his funds. 

(3) Section 329.8(d) also requires a conspicuous statement of any time or 
amount requirements to which an advertised rate is subject. The Legal Division staff 
has often noted time or amount requirements printed in small or even miniscule type 
“buried” in the body of textual material or in coupons. The Legal Division believes 
that, in general, the visibility of any statement of time and amount requirem ats 
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should bear some reasonable relationship to the visibility of the related advertised 
rate and where, for example, the advertised rate is printed in large bold-face type, 
the time and amount requirements should also be printed in reasonably large bold- 
face type (although not necessarily the same size type) and placed in close proximity 
to the advertised rate. 

(4) Rates are occasionally advertised as follows: “5% percent for 90 days,” 
“6 percent for 1 year” and “612 percent for 22 years.” The Legal Division does not 
believe these expressions, without further explanation, suffice as clear statements of 
the minimum time requirements involved since they too emphasize the duration of 
the rate rather than the fixed term for which the depositor must commit his funds. 
Moreover, when stated in such a sequence, these expressions are misleading where 
the context in which they appear suggests that the increasingly higher rates are avail- 
able on the same funds permitted to remain on deposit for successively longer periods, 
rather than on different funds deposited for the definite terms indicated. 

(5) The grace days feature of regular savings accounts is sometimes mis-described 
to make it appear more advantageous than is actually the case. For example, regular 
savings accounts have been described as “Grace Day accounts” having “10 extra 
dividend earning days per month.” Grace days permit funds deposited by the 10th 
of the month to earn interest from the first; however, once deposited they do not 
earn 10 extra days of interest every month thereafter. 

(6) The interest rates available on dissimilar types of savings accounts are com- 
pared unfairly without disclosing that different types of accounts are involved. For 
example, the 5 percent rate available on regular savings accounts at commercial banks 
is compared to the 6% percent rate available on two and one-half year time deposits 
at savings banks while both types of accounts are referred to generically as “savings” 
accounts. 

The foregoing represents the Legal Division’s views on some of the advertising 
practices which have come to its attention. These views should be taken into account 
by all insured nonmember banks, their advertising agencies, and counsel when com- 
posing or reviewing advertisements for time and savings deposits. In the future, 
violations of section 329.8 will, in appropriate circumstances, result in a recommen- 
dation by the Legal Division to the Board of Directors of the Corporation that formal 
enforcement action be taken against the alleged violators. If any insured nonmem- 
ber bank, its advertising agency or counsel has a specific question regarding the 
applicability of section 329.8 representatives of the Legal Division are available to 
discuss the matter. (38 F.R. 197, p. 28288, dated 10/12/73.) 


{{ 74.1] Extract from organization of national bank 
(12 C.F.R. § 4.2(b)) 


(b) Investigation. The Comptroller of the Currency may conduct such investi- 
gation as he deems necessary or proper, including the gathering of information 
as provided in Part 5 of this chapter. Matters investigated include: 


(1) The adequacy of the proposed bank’s capital structure. 

(2) The earning prospects of the proposed bank. 

(3) The convenience and needs of the community to be served by the proposed 
bank. 

(4) The character and general standing in the community of the applicants, 
prospective directors, proposed officers, and other employees, and other persons 
connected with the application or to be connected with the proposed bank. 

(5) The banking ability and experience of proposed officers and other employees. 
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If the persons referred to in subparagraph (4) of this paragraph are not ready 
within 30 days after filing of the application to submit to and cooperate in the 
investigation, the Comptroller may treat the application as abandoned. 


[{ 74.2] Matters given special consideration by Board 
(12 C.F.R. § 208.5(a)) 


(a) Matters given special consideration by Board. 


In passing upon an application, the following matters will be given special con- 
sideration: 


(1) The financial history and condition of the applying bank and the general 
character of its management; 

(2) The adequacy of its capital structure in relation to the character and con- 
dition of its assets and to its existing and prospective deposit liabilities and other 
corporate responsibilities; and its future earnings prospects; 

(3) The convenience and needs of the community to be served by the bank; and 

(4) Whether its corporate powers are consistent with the purposes of the Federal 
Reserve Act. 


[€ 74.3] Insurance of deposits 
(12 C.F.R. § 208.3) 


Any State bank becoming a member of the Federal Reserve System which is 
engaged in the business of receiving deposits other than trust funds and which is 
not at the time an insured bank under the provisions of the Federal Deposit Insur- 
ance Act, will become an insured bank under the provisions of that Act on the date 
upon which it becomes a member of the Federal Reserve System.” In the case of 
an insured bank which is admitted to membership in the Federal Reserve System, 
the bank will continue to be an insured bank. 


*In the case of a State bank which is engaged in the business of receiving deposits 
other than trust funds and which at the time of its admission to membership in the Fed- 
eral Reserve System is not an insured bank, the Board is required under the provisions 
of sections 4 and 6 of the Federal Deposit Insurance Act to issue a certificate to the 
Federal Deposit Insurance Corporation to the effect that the bank is a member of the 
Federal Reserve System and that consideration has been given to the financial history 
and condition of the bank, the adequacy of its capital structure, its future earnings 
prospects, the general character of its management, the convenience and needs of the 
community to be served by the bank, and whether or not its corporate powers are con- 
sistent with the purposes of the Federal Deposit Insurance Act. 


[* 74.6] General guidelines and policies with respect to Section 
19 


On September 27, 1968, the Federal Deposit Insurance Corporation’s Chairman 
addressed the following memorandum to all insured banks. 
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“The Federal Deposit Insurance Corporation has for some time been studying in 
detail Section 19 of the Federal Deposit Insurance Act (12 U.S.C. 1829), relating 
to the requirement for this Corporation’s consent prior to any insured bank employ- 
ing persons who have been convicted of crimes involving dishonesty or breach of 
trust. 


“Section 19 provides as follows: 

‘Except with the written consent of the Corporation no person shall serve as a 
director, officer, or employee of an insured bank who has been convicted, or who 
is hereafter convicted of any criminal offense involving dishonesty or breach of 
trust. For each willful violation of this prohibition, the bank involved shall be 
subject to a penalty of not more than $100 for each day this prohibition is violated, 
which the Corporation may recover for its use.’ (emphasis supplied) 


“Since the enactment of this law in 1950, our Board has reviewed cases coming 
under it on an ad hoc basis and each case has been judged on its own merits accord- 
ing to the particular facts and circumstances involved. The need for guidelines and 
standards to be applied prospectively has increased in recent years. Inquiries con- 
tinue to come in from banking institutions asking what standards should be applied 
by them in determining whether an application under Section 19 is required. In 
addition, programs are now underway on both the Federal and state levels to hire 
and retrain the hardcore unemployed some of whom may have criminal records, 
and the banking community will no doubt participate in these programs to some 
degree. For these reasons, the Board of Directors has adopted the following general 
guidelines and policies with respect to Section 19. It is our hope that these guide- 
lines will be of assistance to all banks having questions concerning the applicability 
of our law, and that they will, at the same time, serve to insure the continuing 
stability and confidence in our banking system. 


“I. STANDARDS TO BE APPLIED IN DETERMINING WHETHER AN AP- 
PLICATION FOR CONSENT IS REQUIRED UNDER SECTION 19 


“A. There must be present a conviction of record. Arrests, pending cases not 
brought to trial, acquittals or any conviction which has been reversed on 
appeal will be excluded from the requirements of Section 19. A conviction 
which is being appealed will require a Section 19 application until or unless 
otherwise reversed. 


“B. The conviction must be for a criminal offense involving dishonesty or breach 
of trust. Felonies as well as misdemeanors wherein dishonesty or breach of 
trust is involved are included within the definition. Dishonesty is defined to 
mean ‘to cheat or defraud for monetary gain or its equivalent, direct or in- 
direct, or to wrongfully take from any person, property lawfully belonging 
to that person in violation of any criminal statute or code.’ Breach of trust 
is defined to mean ‘a wrongful use, misappropriation, or omission with respect 
to any property or fund which has been lawfully committed to a person in 
a fiduciary capacity.’ 


“C. Youth Offenders 


1. Adjudgment by a court against a person as a ‘youthful offender’ under any 
youth offender law or adjudgment as a ‘juvenile delinquent’ by a family court 
or any other court having jurisdiction over minors as defined by state law 
will not require an application under Section 19. Such adjudications are not 
considered convictions for criminal offenses. 
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“D. Adults and All Minors Convicted of Crimes 


1. The conviction of any adult or minor by a court of competent jurisdiction for 
any criminal offense involving dishonesty or breach of trust as defined in 
paragraph B above will require an application for consent prior to a bank’s 
employment of that person. 


“II. THE CORPORATION'S POLICY WITH RESPECT TO APPLICATIONS 
MADE UNDER SECTION 19 


“A. In considering any application made by an insured bank to employ a person 
who has been convicted of a criminal offense involving dishonesty or breach 
of trust, the factors to be considered will include but will not be limited to 
the following: 


. The specific nature of the offense involved and the circumstances surround- 
ing it. 

. The evidence of rehabilitation of the person since the date of his conviction. 
(Parole, suspension of sentence, and reputation of the person since convic- 
tion will be given consideration. Participation by the person in programs on 
the national or state levels to hire and retrain the hardcore unemployed also 
will be given consideration. ) 

. The age of the person at the time of his conviction. 

. The position to be held by the person in the bank. 

. The fidelity bond coverage applicable to the person.” 


{* 74.7] Title 28—Judicial Administration, Chapter I—Depart- 
ment of Justice; Part 50—Statements of Policy 


This statement sets forth a change in policy by the Federal Bureau of Investiga- 
tion concerning the exchange of identification records for employment and licensing 
purposes. By virtue of the authority delegated by the Attorney General of the United 
States to the Director of the Federal Bureau of Investigation, 28 CFR 0.85(j), 
Part 50 of Chapter I of Title 28, Code of Federal Regulations, is amended by 
adding the following new section 50.12 immediately after section 50.11: 


§ 50.12 Exchange of FBI identification records. 


(a) The Federal Bureau of Investigation, hereinafter referred to as the FBI, is 
authorized to expend funds for the exchange of identification records with officials 
of federally chartered or insured banking institutions and with officials of state and 
local governments for purposes of employment and licensing, pursuant to section 
201 of Pub. L. 92-544 (86 Stat. 1115). Heretofore, the FBI has disseminated 
identification records containing arrest information maintained by the FBI Identifi- 
cation Division, with and without dispositional information, pertaining to particular 
indivduals upon requests of institutions and agencies authorized to receive such 
data under provisions of Pub. L. 92-544 (86 Stat. 1115). 

(b) The Director of the FBI is authorized by 28 CFR 0.85(j) to approve pro- 
cedures relating to the exchange of identification records to federally chartered or 
insured banking institutions and to officials of state and local governments for pur- 
poses of employment and licensing. Under this authority, effective July 1, 1974, 
the FBI Identification Division will not include arrest data more than one year old 
not accompanied by dispositions in identification records exchanged with banking 
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institutions and state and local agencies for employment and licensing purposes. The 
one-year provision will provide the time necessary for the adjudication of most 
offenses. This procedural change in policy is being placed in effect to reduce possible 
denials of employment opportunities or licensing privileges to individuals as a result 
of the dissemination of identification records not containing final dispositional data 
concerning criminal charges brought against such individuals. 

(c) There will be no change in FBI Identification Division procedures for dis- 
semination of all arrest information, with and without dispositional data, for law 
enforcement purposes and to agencies of the Federal Government as currently 
authorized by 28 U.S.C. 534. 


Dated: June 20, 1974. 
CLARENCE M. KELLEY, 
Director, Federal Bureau 
of Investigation. 
[F.R. Doc. 74-14550 Filed 6-25-74:8:45 am] 


[* 80.1] Federal Reserve districts; membership of national banks 
(12 U.S.C. § 222) 


The continental United States, excluding Alaska, shall be divided into not less 
than eight nor more than twelve districts. Such districts may be readjusted and 
new districts may from time to time be created by the Board of Governors of the 
Federal Reserve System, not to exceed twelve in all: Provided, That the districts 
shall be apportioned with due regard to the convenience and customary course of 
business and shall not necessarily be coterminous with any State or States. Such 
districts shall be known as Federal Reserve districts and may be designated by 
number. When the State of Alaska or Hawaii is hereafter admitted to the Union 
the Federal Reserve districts shall be readjusted by the Board of Governors of the 
Federal Reserve System in such manner as to include such State. Every national 
bank in any State shall, upon commencing business or within ninety days after 
admission into the Union of the State in which it is located, become a member bank 
of the Federal Reserve System by subscribing and paying for stock in the Federal 
Reserve bank of its district in accordance with the provisions of this chapter and 
shall thereupon be an insured bank under the Federal Deposit Insurance Act, and 
failure to do so shall subject such bank to the penalty provided by Section 50la 
of this title. 


{{ 80.2] National banks outside continental United States as 
nonmember banks 
(12 U.S.C. § 466) 


National banks, or banks organized under local laws, located in a dependency 
or insular possession or any part of the United States outside the continental United 
States may remain nonmember banks, and shall in that event maintain reserves and 
comply with all the conditions now provided by law regulating them; or said banks 
may, with the consent of the Board of Governors of the Federal Reserve System, 
become member banks of any one of the reserve districts, and shall in that event 
take stock, maintain reserves, and be subject to all the other provisions of this title. 
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[* 80.4] False advertising or misuse of names to indicate federal 
agency 
(18 U.S.C. § 709) 


Whoever, except as permitted by the laws of the United States, uses the words 
“national,” “Federal,” “United States,” “reserve,” or “Deposit Insurance” as part of 
the business or firm name of a person, corporation, partnership, business trust, asso- 
ciation or other business entity engaged in the banking, loan, building and loan, 
brokerage, factorage, insurance, indemnity, savings, or trust business; or 

Whoever falsely advertises or represents, or publishes or displays any sign, symbol 
or advertisement reasonably calculated to convey the impression that a nonmember 
bank, banking association, firm or partnership is a member of the Federal reserve 
system; or 

Whoever, except as expressly authorized by Federal law uses the words “Federal 
Deposit,” “Federal Deposit Insurance,” or “Federal Deposit Insurance Corporation” 
or a combination of any three of these words, as the name or a part thereof under 
which he or it does business, or advertises or otherwise represents falsely by any 
device whatsoever that his or its deposit liabilities, obligations, certificates, or shares 
are insured or guaranteed by the Federal Deposit Insurance Corporation, or by the 
United States or by any instrumentality thereof, or whoever advertises that his or its 
deposits, shares, or accounts are federally insured, or falsely advertises or otherwise 
represents by any device whatsoever the extent to which or the manner in which the 
deposit liabilities of an insured bank or banks are insured by the Federal Deposit 
Insurance Corporation; or, 

Whoever falsely advertises or otherwise represents by any device whatsoever that 
his or its deposit liabilities, obligations, certificates, or shares are insured under the 
Federal Credit Union Act or by the United States or any instrumentality thereof, or, 
being an insured credit union as defined in that Act falsely advertises or otherwise 
represents by any device whatsoever the extent to which or the manner in which 
shareholding in such credit union are insured under such Act; or 

Whoever, not being organized under chapter 7 of Title 12, advertises or represents 
that it makes Federal Farm loans or advertises or offers for sale as Federal Farm 
loan bonds any bond not issued under chapter 7 of Title 12, or uses the word 
“Federal” or the words “United States” or any other words implying Government 
ownership, obligation or supervision in advertising or offering for sale any bond, 
note, mortgage or other security not issued by the Government of the United States 
under the provisions of said chapter 7 or some other Acts of Congress; or 

Whoever uses the words “Federal Home Loan Bank” or any combination or varia- 
tion of these words alone or with other words as a business name or part of a busi- 
ness name, or falsely publishes, advertises or represents by any device or symbol 
or other means reasonably calculated to convey the impression that he or it is a 
Federal Home Loan Bank or member of or subscriber for the stock of a Federal 
Home Loan Bank; or 

Whoever uses the words “National Agricultural Credit Corporation” as part of 
the business or firm name of a person, corporation, partnership, business trust, asso- 
ciation or other business entity not organized under the laws of the United States as 
a National Agricultural Credit Corporation; or 

Whoever uses the words “Federal intermediate credit bank” as part of the business 
or firm name for any person, corporation, partnership, business trust, association or 
other business entity not organized as an intermediate credit bank under the laws 
of the United States; or 

Whoever uses as a firm or business name the words “Housing and Home Finance 
Agency,” “Federal Housing Administration,” “Federal National Mortgage Associa- 
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tion,” or “Public Housing Administration” or the letters “FHA” or any combination 
or variation of those words or the letters “FHA” alone or with other words or letters 
reasonably calculated to convey the false impression that such name or business has 
some connection with, or authorization from, the Housing and Home Finance 
Agency, the Federal Housing Administration, the Federal National Mortgage Asso- 
ciation, the Public Housing Administration, the Government of the United States or 
any agency thereof, which does not in fact exist, or falsely claims that any repair, 
improvement, or alteration of any existing structure is required or recommended by 
the Housing and Home Finance Agency, the Federal Housing Administration, the 
Federal National Mortgage Association, the Public Housing Administration, the 
Government of the United States or any agency thereof, for the purpose of inducing 
any person to enter into a contract for the making of such repairs, alterations, or 
improvements, or falsely advertises or falsely represents by any device whatsoever 
that any housing unit, project, business, or product has been in any way endorsed, 
authorized, inspected, appraised, or approved by the Housing and Home Finance 
Agency, the Federal Housing Administration, the Federal National Mortgage Asso- 
ciation, the Public Housing Administration, the Government of the United States or 
any agency thereof; or 

Whoever, except with the written permission of the Director of the Federal Bureau 
of Investigation, knowingly uses the words “Federal Bureau of Investigation” or the 
initials “F.B.I.”, or any colorable imitation of such words or initials, in connection 
with any advertisement, circular, book, pamphlet or other publication, play, motion 
picture, broadcast, telecast, or other production, in a manner reasonably calculated 
to convey the impression that such advertisement, circular, book, pamphlet or other 
publication, play, motion picture, broadcast, telecast, or other production, is ap- 
proved, endorsed, or authorized by the Federal Bureau of Investigation; or 

Whoever uses as a firm or business name the words “Reconstruction Finance 
Corporation” or any combination or variation of these words— 

Shall be punished as follows: a corporation, partnership, business trust, associa- 
tion, or other business entity, by a fine of not more than $1,000; an officer or member 
thereof participating or knowingly acquiescing in such violation or any individual 
violating this section, by a fine of not more than $1,000 or imprisonment for not more 
than one year, or both. 

This section shall not make unlawful the use of any name or title which was lawful 
on the date of enactment of this title. 

This section shall not make unlawful the use of the word “national” as part of 
the name of any business or firm engaged in the insurance or indemnity business, 
whether such firm was engaged in the insurance or indemnity business prior or 
subsequent to the date of enactment of this paragraph. 

A violation of this section may be enjoined at the suit of the United States Attor- 
ney, upon complaint by any duly authorized representative of any department or 
agency of the United States. 


(Act of June 25, 1948, as amended, Sec. 3, Act Sept. 21, 1950, Sec. 24(b), Act 


May 25, 1967, 81 Stat. L. 27, 28; Sec. 807(i), Act Aug. 1, 1968, 82 Stat. L. 545; 
Sec. 5, Act Oct. 19, 1970, 84 Stat. L. 1016.) 


[{ 80.11] Definitions 
(5 U.S.C. § 551) 


For the purpose of this subchapter— 


(1) “agency” means each authority of the Government of the United States, 
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whether or not it is within or subject to review by another agency, but does not 
include— 


(A) the Congress; 

(B) the courts of the United States; 

(C) the governments of the territories or possessions of the United States; 

(D) the government of the District of Columbia; 
or except as to the requirements of section 552 of this title— 

(E) agencies composed of representatives of the parties or of representa- 
tives of organizations of the parties to the disputes determined by them; 

(F) courts martial and military commissions; 

(G) military authority exercised in the field in time of war or in occupied 
territory; or 

(H) functions conferred by sections 1738, 1739, 1743, and 1744 of title 
12; chapter 2 of title 41; or sections 1622, 1884, 1891-1902, and former 
section 1641(b) (2), of title 50, appendix; 


(2) “person” includes an individual, partnership, corporation, association, or 
public or private organization other than an agency; 

(3) “party” includes a person or agency named or admitted as a party, or 
properly seeking and entitled as of right to be admitted as a party, in an agency 
proceeding, and a person or agency admitted by an agency as a party for limited 
purposes; 

(4) “rule” means the whole or a part of an agency statement of general or 
particular applicability and future effect designed to implement, interpret, or pre- 
scribe law or policy or describing the organization, procedure, or practice require- 
ments of an agency and includes the approval or prescription for the future of 
rates, wages, corporate or financial structures or reorganizations thereof, prices, 
facilities, appliances, services or allowances therefor or of valuations, costs, or 
accounting, or practices bearing on any of the foregoing; 

(5) “rule making” means agency process for formulating, amending, or repeal- 
ing a rule; 

(6) “order” means the whole or a part of a final disposition, whether affirma- 
tive, negative, injunctive, or declaratory in form, of an agency in a matter other 
than rule making but including licensing; 

(7) “adjudication” means agency process for the formulation of an order; 

(8) “license” includes the whole or a part of an agency permit, certificate, 
approval, registration, charter, membership, statutory exemption or other form of 
permission; 

(9) “licensing” includes agency process respecting the grant, renewal, denial, 
revocation, suspension, annulment, withdrawal, limitation, amendment, modifica- 
tion, or conditioning of a license; 

(10) “sanction” includes the whole or a part of an agency— 


(A) prohibition, requirement, limitation, or other condition affecting the 
freedom of a person; 

(B) withholding of relief; 

(C) imposition of penalty or fine; 

(D) destruction, taking, seizure, or withholding of property; 

(E) assessment of damages, reimbursement, restitution, compensation, 
costs, charges, or fees; 

(F) requirement, revocation, or suspension of a license; or 

(G) taking other compulsory or restrictive action; 
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(11) “relief” includes the whole or a part of an agency— 


(A) grant of money, assistance, license, authority, exemption, exception, 
privilege, or remedy; 

(B) recognition of a claim, right, immunity, privilege, exemption, or ex- 
ception; or 

(C) taking of other action on the application or petition of, and beneficial 
to, a person; 


(12) “agency proceeding” means an agency process as defined by paragraphs 
(5), (7), and (9) of this section; and 

(13) “agency action” includes the whole or a part of an agency rule, order, 
license, sanction, relief, or the equivalent or denial thereof, or failure to act. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 381. 


[{ 80.12] Public information; agency rules, opinions, orders, rec- 
ords, and proceedings 
(5 U.S.C. § 552) 


(a) Each agency shall make available to the public information as follows: 


(1) Each agency shall separately state and currently publish in the Federal 
Register for the guidance of the public— 


(A) descriptions of its central and field organization and the established 
places at which, the employees (and in the case of a uniformed service, the 
members) from whom, and the methods whereby, the public may obtain infor- 
mation, make submittals or requests, or obtain decisions; 

(B) statements of the general course and method by which its functions 
are channeled and determined, including the nature and requirements of all 
formal and informal procedures available; 

(C) rules of procedure, descriptions of forms available or the places at 
which forms may be obtained, and instructions as to the scope and contents 
of all papers, reports, or examinations; 

(D) substantive rules of general applicability adopted as authorized by 
law, and statements of general policy or interpretations of general applicability 
formulated and adopted by the agency; and 

(E) each amendment, revision, or repeal of the foregoing. 


Except to the extent that a person has actual and timely notice of the terms thereof, 
a person may not in any manner be required to resort to, or be adversely affected 
by, a matter required to be published in the Federal Register and not so published. 
For the purpose of this paragraph, matter reasonably available to the class of 
persons affected thereby is deemed published in the Federal Register when incor- 
porated by reference therein with the approval of the Director of the Federal 


Register. 


(2) Each agency, in accordance with published rules, shall make available for 
public inspection and copying— 
(A) final opinions, including concurring and dissenting opinions, as well 
as orders, made in the adjudication of cases; 
(B) those statements of policy and interpretations which have been adopted 
by the agency and are not published in the Federal Register; and 
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(C) administrative staff manuals and instructions to staff that affect a 
member of the public; 


unless the materials are promptly published and copies offered for sale. To the 
extent required to prevent a clearly unwarranted invasion of personal privacy, an 
agency may detele identifying details when it makes available or publishes an 
opinion, statement of policy, interpretation, or staff manual or instruction. How- 
ever, in each case the justification for the deletion shall be explained fully in writ- 
ing. Each agency also shall maintain and make available for public inspection and 
copying a current index providing identifying information for the public as to any 
matter issued, adopted, or promulgated after July 4, 1967, and required by this 
paragraph to be made available or published. A final order, opinion, statement of 
policy, interpretation, or staff manual or instruction that affects a member of the 
public may be relied on, used, or cited as precedent by an agency against a party 
other than an agency only if— 


(i) it has been indexed and either made available or published as provided 
by this paragraph; or 
(ii) the party has actual and timely notice of the terms thereof. 


(3) Except with respect to the records made available under paragraphs (1) 
and (2) of this subsection, each agency, on request for identifiable records made 
in accordance with published rules stating the time, place, fees to the extent autho- 
rized by statute, and procedure to be followed, shall make the records promptly 
available to any person. On complaint, the district court of the United States in 
the district in which the complainant resides, or has his principal place of business, 
or in which the agency records are situated, has jurisdiction to enjoin the agency 
from withholding agency records and to order the production of any agency records 
improperly withheld from the complainant. In such a case the court shall deter- 
mine the matter de novo and the burden is on the agency to sustain its action. In 
the event of noncompliance with the order of the court, the district court may 
punish for contempt the responsible employee, and in the case of a uniformed ser- 
vice, the responsible member. Except as to causes the court considers of greater 
importance, proceedings before the district court, as authorized by this paragraph, 
take precedence on the docket over all other causes and shall be assigned for hear- 
ing and trial at the earliest practicable date and expedited in every way. 

(4) Each agency having more than one member shall maintain and make avail- 
able for public inspection a record of the final votes of each member in every 
agency proceeding. 


(b) This section does not apply to matters that are— 

(1) specifically required by Executive order to be kept secret in the interest 
of the national defense or foreign policy; 

(2) related solely to the internal personnel rules and practices of an agency; 

(3) specifically exempted from disclosure by statute; 

(4) trade secrets and commercial or financial information obtained from 
a person and privileged or confidential; 

(5) inter-agency or intra-agency memorandums or letters which would not 
be available by law to a party other than an agency in litigation with the 
agency; 

(6) personnel and medical files and similar files the disclosure of which 
would constitute a clearly unwarranted invasion of personal privacy; 

(7) investigatory files compiled for law enforcement purposes except to 
the extent available by law to a party other than an agency; 

(8) contained in or related to examination, operating, or condition reports 
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prepared by, on behalf of, or for the use of an agency responsible for the 
regulation or supervision of financial institutions; or 

(9) geological and geophysical information and data, including maps, con- 
cerning wells. 


(c) This section does not authorize withholding of information or limit the 
availability of records to the public, except as specifically stated in this section. 
This section is not authority to withhold information from Congress. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 383; Pub. L. 90-23, § 1, June 5, 1967, 
81 Stat. 54. 


[{ 80.13] Rule-making 
(5 U.S.C. § 553) 


(a) This section applies, according to the provisions thereof, except to the 
extent that there is involved— 


(1) a military or foreign affairs function of the United States; or 
(2) a matter relating to agency management or personnel or to public 
property, loans, grants, benefits, or contracts. 


(b) General notice of proposed rule making shall be published in the Federal 
Register, unless persons subject thereto are named and either personally served or 
otherwise have actual notice thereof in accordance with law. The notice shall 
include— 


(1) a statement of the time, place, and nature of public rule making pro- 
ceedings; 
(2) reference to the legal authority under which the rule is proposed; and 
(3) either the terms or substance of the proposed rule or a description of 
the subjects and issues involved. 
Except when notice or hearing is required by statute, this subsection does not 
apply— 
(A) to interpretative rules, general statements of policy, or rules of agency 
organization, procedure, or practice; or 
(B) when the agency for good cause finds (and incorporates the finding 
and a brief statement of reasons therefor in the rules issued) that notice and 
public procedure thereon are impracticable, unnecessary, or contrary to the 
public interest. 
(c) After notice required by this section, the agency shall give interested per- 
sons an opportunity to participate in the rule making through submission of 
written data, views, or arguments with or without opportunity for oral presentation. 
After consideration of the relevant matter presented, the agency shall incorporate 
in the rules adopted a concise general statement of their basis and purpose. When 
rules are required by statute to be made on the record after opportunity for an 
agency hearing, sections 556 and 557 of this title apply instead of this subsection. 


(d) The required publication or service of a substantive rule shall be made not 
less than 30 days before its effective date, except— 
(1) a substantive rule which grants or recognizes an exemption or relieves 


a restriction; 
(2) interpretative rules and statements of policy; or 
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(3) as otherwise provided by the agency for good cause found and pub- 
lished with the rule. 


(e) Each agency shall give an interested person the right to petition for the 
issuance, amendment, or repeal of a rule. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 383. 


[{ 80.14] Adjudications 
(5 U.S.C. § 554) 


(a) This section applies, according to the provisions thereof, in every case of 
adjudication required by statute to be determined on the record after opportunity 
for an agency hearing, except to the extent that there is involved— 


(1) a matter subject to a subsequent trial of the law and the facts de novo 
in a court; 

(2) the selection or tenure of an employee, except a hearing examiner 
appointed under section 3105 of this title; 

(3) proceedings in which decisions rest solely on inspections, tests, or 
elections; 

(4) the conduct of military or foreign affairs functions; 

(5) cases in which an agency is acting as an agent for a court; or 

(6) the certification of worker representatives. 


(b) Persons entitled to notice of an agency hearing shall be timely informed 
of 


(1) the time, place, and nature of the hearing; 

(2) the legal authority and jurisdiction under which the hearing is to be 
held; and 

(3) the matters of fact and law asserted. 


When private persons are the moving parties, other parties to the proceeding shall 
give prompt notice of issues controverted in fact or law; and in other instances 
agencies may by rule require responsive pleading. In fixing the time and place for 
hearings, due regard shall be had for the convenience and necessity of the parties 
or their representatives. 


(c) The agency shall give all interested parties opportunity for— 


(1) the submission and consideration of facts, arguments, offers of settle- 
ment, or proposals of adjustment when time, the nature of the proceeding, and 
the public interest permit; and 

(2) to the extent that the parties are unable so to determine a controversy 
by consent, hearing and decision on notice and in accordance with sections 
556 and 557 of this title. 


(d) The employee who presides at the reception of evidence pursuant to section 
556 of this title shall make the recommended decision or initial decision required 
by section 557 of this title, unless he becomes unavailable to the agency. Except 
to the extent required for the disposition of ex parte matters as authorized by law, 
such an employee may not— 

(1) consult a person or party on a fact in issue, unless on notice and 
opportunity for all parties to participate; or 
(2) be responsible to or subject to the supervision or direction of an 
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employee or agent engaged in the performance of investigative or prosecuting 
functions for an agency. 


An employee or agent engaged in the performance of investigative or prosecuting 
functions for an agency in a case may not, in that or a factually related case, par- 
ticipate or advise in the decision, recommended decision, or agency review pursuant 
to section 557 of this title, except as witness or counsel in public proceedings. This 
subsection does not apply— 


(A) in determining applications for initial licenses; 

(B) to proceedings involving the validity or application of rates, facilities, 
or practices of public utilities or carriers; or 

(C) to the agency or a member or members of the body comprising the 
agency. 


(e) The agency, with like effect as in the case of other orders, and in its sound 
discretion, may issue a declaratory order to terminate a controversy or remove 
uncertainty. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 384. 


[{ 80.15] Ancillary matters 
(5 U.S.C. § 555) 


(a) This section applies, according to the provisions thereof, except as other- 
wise provided by this subchapter. 

(b) A person compelled to appear in person before an agency or representative 
thereof is entitled to be accompanied, represented, and advised by counsel or, if 
permitted by the agency, by other qualified representative. A party is entitled to 
appear in person or by or with counsel or other duly qualified representative in 
an agency proceeding. So far as the orderly conduct of public business permits, 
an interested person may appear before an agency or its responsible employees for 
the presentation, adjustment, or determination of an issue, request, or controversy 
in a proceeding, whether interlocutory, summary, or otherwise, or in connection 
with an agency function. With due regard for the convenience and necessity of the 
parties or their representatives and within a reasonable time, each agency shall 
proceed to conclude a matter presented to it. This subsection does not grant or 
deny a person who is not a lawyer the right to appear for or represent others before 
an agency or in an agency proceeding. 

(c) Process, requirement of a report, inspection, or other investigative act or 
demand may not be issued, made, or enforced except as authorized by law. A per- 
son compelled to submit data or evidence is entitled to retain or, on payment of 
lawfully prescribed costs, procure a copy or transcript thereof, except that in a 
nonpublic investigatory proceeding the witness may for good cause be limited 
to inspection of the official transcript of his testimony. 

(d) Agency subpenas authorized by law shall be issued to a party on request 
and, when required by rules of procedure, on a statement or showing of general 
relevance and reasonable scope of the evidence sought. On contest, the court shall 
sustain the subpena or similar process or demand to the extent that it found to be 
in accordance with law. In a proceeding for enforcement, the court shall issue an 
order requiring the appearance of the witness or the production of the evidence or 
data within a reasonable time under penalty of punishment for contempt in case of 


contumacious failure to comply. 
(e) Prompt notice shall be given of the denial in whole or in part of a written 
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application, petition, or other request of an interested person made in connection 
with any agency proceeding. Except in affirming a prior denial or when the denial 
is self-explanatory, the notice shall be accompanied by a brief statement of the 
grounds for denial. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 385. 


[¢ 80.16] Hearings; presiding employees, powers and duties; 
burden of proof; evidence; record as basis of decision 
(5 U.S.C. § 556) 


(a) This section applies, according to the provisions thereof, to hearings re- 
quired by section 553 or 554 of this title to be conducted in accordance with this 
section. 

(b) There shall preside at the taking of evidence— 


(1) the agency; 

(2) one or more members of the body which comprises the agency; or 

(3) one or more hearing examiners appointed under section 3105 of this 

title. 

This subchapter does not supersede the conduct of specified classes of proceed- 
ings, in whole or in part, by or before boards or other employees specially provided 
for by or designated under statute. The functions of presiding employees and of 
employees participating in decisions in accordance with section 557 of this title 
shall be conducted in an impartial manner. A presiding or participating employee 
may at any time disqualify himself. On the filing in good faith of a timely and 
sufficient affidavit of personal bias or other disqualification of a presiding or par- 
ticipating employee, the agency shall determine the matter as a part of the record 
and decision in the case. 

(c) Subject to published rules of the agency and within its powers, employees 
presiding at hearings may— 

(1) administer oaths and affirmations; 

(2) issue subpenas authorized by law; 

(3) rule on offers of proof and receive relevant evidence; 

(4) take depositions or have depositions taken when the ends of justice 
would be served; 

(5) regulate the course of the hearing; 

(6) hold conferences for the settlement or simplication of the issues by 
consent of the parties; 

(7) dispose of procedural requests or similar matters; 

(8) make or recommend decisions in accordance with section 557 of this 
title; and 

(9) take other action authorized by agency rule consistent with this sub- 
chapter. 

(d) Except as otherwise provided by statute, the proponent of a rule or order 
has the burden of proof. Any oral or documentary evidence may be received, but 
the agency as a matter of policy shall provide for the exclusion of irrelevant, im- 
material, or unduly repetitious evidence. A sanction may not be imposed or rule or 
order issued except on consideration of the whole record or those parts thereof 
cited by a party and supported by and in accordance with the reliable, probative, 
and substantial evidence. A party is entitled to present his case or defense by oral 
or documentary evidence, to submit rebuttal evidence, and to conduct such cross- 
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examination as may be required for a full and true disclosure of the facts. In rule 
making or determining claims for money or benefits or applications for initial 
licenses an agency may, when a party will not be prejudiced thereby, adopt pro- 
cedures for the submission of all or part of the evidence in written form. 

(e) The transcript of testimony and exhibits, together with all papers and re- 
quests filed in the proceeding, constitutes the exclusive record for decision in 
accordance with section 557 of this title and, on payment of lawfully prescribed 
costs, shall be made available to the parties. When an agency decision rests on 
official notice of a material fact not appearing in the evidence in the record, a party 
is entitled, on timely request, to an opportunity to show the contrary. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 386. 


[{ 80.17] Initial decisions; conclusiveness; review by agency; 
submissions by parties; contents of decisions; record 
(5 U.S.C. § 557) 


(a) This section applies, according to the provisions thereof, when a hearing is 
required to be conducted in accordance with section 556 of this title. 

(b) When the agency did not preside at the reception of the evidence, the pre- 
siding employee or, in cases not subject to section 554(d) of this title, an em- 
ployee qualified to preside at hearings pursuant to section 556 of this title, shall 
initially decide the case unless the agency requires, either in specific cases or by 
general rule, the entire record to be certified to it for decision. When the presiding 
employee makes an initial decision, that decision then becomes the decision of the 
agency without further proceedings unless there is an appeal to, or review on mo- 
tion of, the agency within time provided by rule. On appeal from or review of the 
initial decision, the agency has all the powers which it would have in making the 
initial decision except as it may limit the issues on notice or by rule. When the 
agency makes the decision without having presided at the reception of the evidence, 
the presiding employee or an employee qualified to preside at hearings pursuant to 
section 556 of this title shall first recommend a decision, except that in rule making 
or determining applications for initial licenses— 


(1) instead thereof the agency may issue a tentative decision or one of its 
responsible employees may recommend a decision; or 

(2) this procedure may be omitted in a case in which the agency finds on 
the record that due and timely execution of its functions imperatively and 
unavoidably so requires. 

(c) Before a recommended, initial, or tentative decision, or a decision on agency 
review of the decision of subordinate employees, the parties are entitled to a rea- 
sonable opportunity to submit for the consideration of the employees participating 
in the decisions— 

(1) proposed findings and conclusions; or 
(2) exceptions to the decisions or recommended decisions of subordinate 
employees or to tentative agency decisions; and 
(3) supporting reasons for the exceptions or proposed findings or con- 
clusions. 
The record shall show the ruling on each finding, conclusion, or exception pre- 
sented. All decisions, including initial, recommended, and tentative decisions, are 
a part of the record and shall include a statement of— 
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(A) findings and conclusions, and the reasons or basis therefor, on all the 
material issues of fact, law, or discretion presented on the record; and 
(B) the appropriate rule, order, sanction, relief, or denial thereof. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 387. 


[€ 80.18] Imposition of sanctions; determination of applications 
for licenses; suspension, revocation, and expiration of 


licenses 
(5 U.S.C. § 558) 


(a) This section applies, according to the provisions thereof, to the exercise of 
a power or authority. 

(b) A sanction may not be imposed or a substantive rule or order issued except 
within jurisdiction delegated to the agency and as authorized by law. 

(c) When application is made for a license required by law, the agency, with 
due regard for the rights and privileges of all the interested parties or adversely 
affected persons and within a reasonable time, shall set and complete proceedings 
required to be conducted in accordance with sections 556 and 557 of this title or 
other proceedings required by law and shall make its decision. Except in cases of 
willfulness or those in which public health, interest, or safety requires otherwise, 
the withdrawal, suspension, revocation, or annulment of a license is lawful only 
if, before the institution of agency proceedings therefor, the licensee has been 
given— 

(1) notice by the agency in writing of the facts or conduct which may 
warrant the action; and 

(2) opportunity to demonstrate or achieve compliance with ail lawful 
requirements. 


When the licensee has made timely and sufficient application for a renewal or a 
new license in accordance with agency rules, a license with reference to an activity 
of a continuing nature does not expire until the application has been finally deter- 
mined by the agency. 

Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 388. 


{{ 80.19] Effect on other laws; effect of subsequent statute 
(5 U.S.C. § 559) 


This subchapter, chapter 7, and sections 1305, 3105, 3344, 4301(2)(E), 5362, 
and 7521, and the provisions of section 5335(a)(B) of this title that relate to 
hearing examiners, do not limit or repeal additional requirements imposed by 
statute or otherwise recognized by law. Except as otherwise required by law, 
requirements or privileges relating to evidence or procedure apply equally to agen- 
cies and persons. Each agency is granted the authority necessary to comply with 
the requirements of this subchapter through the issuance of rules or otherwise. 
Subsequent statute may not be held to supersede or modify this subchapter, chap- 
ter 7, sections 1305, 3105, 3344, 4301(2)(E), 5362, or 7521, or the provisions 
of section 5335(a)(B) of this title that relate to hearing examiners, except to the 
extent that it does so expressly. 


Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 388. 





FORM OF CERTIFICATE 


FORMS 


€ 90.1. Form of certificate 
(Pursuant to FDI Act § 4) 


Treasury Department 
Office of the Comptroller of the Currency 
Washington, D.C. 


Federal Deposit Insurance Corporation 
Washington, D. C. 


Sirs: 

Pursuant to the requirements of Sections 4, 5 and 6 of the Federal Deposit Insur- 
ance Act, I, a Se _______, Deputy Comptroller of the 
Currency, do hereby certify that: 

7 _—— ~~ ‘ ___, A National Member Bank, located at 

= , County of ___ and State of 





__, was authorized to commence the business of banking 


by Certificate dated the _____ es —————— 


manner provided by law. The bank is scheduled to open on the 
day of ———e , 1974. 
This is a primary organization. 

(2) Consideration has been given to the factors enumerated as follows: 


(a) The adequacy of the capital structure of the proposed bank. 

(b) Its future earnings prospects. 

(c) The general character of its management. 

(d) The convenience and needs of the community to be served by the bank. 

(e) Whether or not its corporate powers are consistent with the purposes 
of the Federal Deposit Insurance Act. 


In testimony whereof witness my hand and seal of office this day of - 
1974. 





Deputy Comptroller of the Currency 
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{ 90.2. Application for federal deposit insurance—proposed 


new bank 
(Form 6200/05, formerly Form 82) 





OF BANK 





INFORMATION FOR THE APPLICANT — PUBLIC SECTION 


Any prospective incorporator desiring to Qualify hes certificate may do so by attaching hereto 
any statement which may be required to make hes certificate accurate 


Schedules or inserts may be attached to this Application whenever the space provided is 
“sufficrent Such attached schedules or inserts are a part of thes Application. All schedules or 
mserts should be on paper the same size as thes page Applications are to be securely bound 


Copies of the completed Application are to be forwarded to the Regional Director of the 
Federal Deposit Insurance Corporation Region im which the Proposed Bank is to be located. A 
complete copy should be retained by the prospective incorporators 


Requests for clarification as to what information is necessary to complete this Application 
should be directed tu the Regional Director of the Federal Deposit Insurance Corporation 
Region in which the Applicant 1s located 


You may prowde any information in addition to that requested by the Corporation which, in 
your Opin. mught ad in the disposition of your application However, any such unsolicited 
information will be accepted for consideration with the understanding that it may be made 
pub: 














FOIC 6200/05 





FORM 6200/05 


FEDERA. DEPOSIT INSURANCE CORPORATION 
APPLICATION FOR FEDERAL DEPOSIT INSURANCE (PROPOSED NEW BANK) 


COMPLETE ADDRESS 
STREET AND NUMBER 


BUSINESS (Check ol! which apply] 
( commencia: sanxinc §=[] savincssanxinc §=© [J inoustriaceanxinG = [ rrusteusiness _[[) CASH DEPOSITORY 
OTHER (Specify) 


We, the undersigned prospective incorporators, being natural persons and of lawful age, intend to organize a State banking corporation as 
indicated above. We hereby make application to the Federai Deposit insurance Corporation on behalf of the Proposed Bank to become, upon 
its organization, an insured bank under the provisions of the Federal Deposit Insurance Act 


It is understood that the Board of Directors of the Federal Deposit Insurance Corporation, in applying the factors set out in Section 6 of the 
Federal Deposit Insurance Act to this Application, will consider the Application only with respect to the general character or type of business 
above stated and that the Bank will not engage in any other business without the prior written consent of the Corporation 


It is further understood that Federal deposit insurance will not become effective (a) until the Proposed Bank has been incorporated and 
authorized to engage in the business of receiving deposits, (b) until the Board of Directors of the Bank has adopted a resolution (Form 82A) 
ratifying and confirming the action of these incorporators in making this Application with supporting information, (c) until the Bank has 
fulfilled such requirements, if avy, as may be imposed by the Federal Deposit Insurance Corporation as a condition of its approval of this 
Application, and (d) until the Bank has been notified that its membership in said Corporation has been approved 


We have, in connection with this Application, read the following provisions of the Federal Deposit Insurance Act which govern the admission of 
banks to membership in the Federal Deposit Insurance Corporation, namely 


“Sec. 5. Subject to the provisions of this Act, any State nonmember bank, upon application to and examination by 
the Corporation and approval by the Board of Directors, may become an insured bank. Before approving the applica 
tion of any such State nonmember bank, the Board of Directors shall give consideration to the factors enumerated in 
section 6 and shall determine, upon the basis of a thorough examination of such bank, that its assets in excess of its 
capital requirements are adequate to enabie it to meet al! of its liabilities to depositors and other creditors as shown by 
the books of the bank.” 


“Sec. 6. The factors... to be considered by the Board of Directors under section 5 shall be the following: The financial 

history and condition of the bank, the adequacy of its capital structure, its future earnings prospects, the general 

character of its management, the convenience and needs of the community to be served by the bank. and whether or 

Not its Corporate powers are consistent with the purposes of this Act.” 
In support of thes Application, we hereby make the following statements and representations and submit the following information upon the 
several factors enumerated in Section 6 of the Federal Deposit Insurance Act for the purpose of inducing the Board of Directors of the Federal 
Deposit Insurance Corporation to approve the Proposed Bank for membership in said Corporation, and we hereby request that an Examiner of 
said Corporation be assigned to make the necessary investigation 


THE UNDERSIGNED HEREBY CERTIFY, JOINTLY AND SEVERALLY, that the statements contained herein are true to their best know 
ledge and belief, and that they are made for the purpose of inducing the Federal Deposit Insurance Corporation to accept the Proposed Bank, 
when organized, as a member of the Federal Deposit Insurance Corporation 


SIGNATURE AND PLACE OF RESIDENCE SIGNATURE AND PLACE OF RESIDENCE 















































ATTENTION (S INVITED TO TITLE 18 U.S.C. 1007, WHICH STATES: “Whoever, for the purpose of obtaining any loan from the Federal 
Deposit insurance Corporation, or any extension or renewals thereof, or the acceptance, release, or substitution of security therefor, or for the 
purpose of inducing the Federal Deposit insurance Corporation to purchase any assets, or for the purpose of obtaining the payment of any 
insured deposit or transferred deposit or the allowance, approval, or payment of any claim, or for the purpose of influencing in any way the 
action of the Federal Deposit insurance Corporation, makes any statement knowing it to be false, or willfully overvalues any security, shall be 
fined not more than $5,000 or imprisoned not more than two years, or both” 
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Pubic Section 


1. FINANCIAL HISTORY AND CONDITION 


. PRO FORMA STATEMENT OF CONDITION - BEGINNING OF BUSINESS 
ASSETS LIABILITIES AND CAPITAL 
DESCRIPT.ON DESCRIPTION 
Gash and due from banks LIABILITIES 
Securities 


Loans 
Bank premises Total Liabilities 


Furniture, fixtures, and equipment 





























ER Total Capital Accounts 


TOTAL ASSETS ares TOTAL LIABILITIES AND CAPITAL 


6. PREMISES TO BE OCCUPIED BY BANK 





INSTRUCTIONS Complete af appropriate sections below Where not applicable insert NLA. or None. When the disclosure of any information may adversely affect 
angoing negovations, inciude sch information in the Confademuel Section of ths application Copes of any completed contracts and leases should also be 
submitted and. uniess otherwise provided by State law, leases must include Clauses simmlar to those with which you, the applicants, Rave been provided The use of 
these leases and contracts by the Federal Depos:t Insurance Corporation wall remann cont dential 


1. TYPE OF OCCUPANCY (Check af which apply to indicate Doth type of quarter et opening and contemplated permanent querters) 
Permanent quarters leased (Comp/ere 2 and 3 below! Permenem querters owned (Complete 2 and 4 below) Temporary querters (Complete 5 below! 


2. DESCRIPTION OF PREMISES 
OIMENSIONS OF LOT JOIMENS!ON' irs NO. OF STORIES NO. PARKING SPACES 10. TELLERS STATIONS 





TYPE OF CONSTRUCTION OF BUILDING 





OETAILS OF BUILDING INTERIOR (Mention al! employes feciities and se of lobby area) 


3. PREMISES LEASED 
NAME OF OWNER INSURANCE TO Ot CARRIED 





COST ANO DESCRIPTION OF LEASEHOLD IMPROVEMENTS ANNUAL RENTAL 


TERMS OF LEASE 
RENEWAL OF TION 


4 PREMISES OWNED 
EXISTING STRUCTURE 


NAME OF SELLER _ CONSTRUCTED ‘a USEFUL LIFE * TO BANK 


COST ANO DESCRIPTION OF NECESSARY REPAIRS AND ALTERATIONS 

















ASSESSED VALUATION D eas TO 6€ CARA | nian DEPRECIATION 





PROPOSED STRUCTURE 
NAME GF SELLER GF LOT ‘OST OF LOT TO BANK|CONSTAUCTION COST 








ESTIMATED ASSESSED VALUATION NSURANCE TO BE CARRIED STIMATEO ANNUAL DEPRECIATION 


5. TEMPORARY QUARTERS 
NAME OF OWNER ai GR MONTHLY RENTAL 








LOCATION (inctude datance end direction from permanent querters) 





DESCRIPTION 
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|. FINANCIAL HISTORY AND CONDITION (Continued) 
C. PROPOSED INVESTMENT IN AND RENTAL OF FURNITURE, FIXTURES, AND EQUIPMENT 





Vault Door 

Vault Ventilator 

Safe 

Grit Work, Tetler’s Chests, etc 
Sate Deposit Boxes 

Orive-in Tetler’s Windows 
Night Depository 

Counter and Gate Fixtures 
Posting Machines 

Teller’s Machines 

Proof Machines 

Adding Machines 

Typewriters 
Microfiimer 
Check writer 
Cancelling Machine 
“Electronic Data Processing or Automatic Data Processing Equipment 
Desks 

Tables 

Chaws 

Filing Cabinets 
Ledger Stands 
Carpeting 
Draperies 

Heating System 

Aut Conditioning System 
Other (Specify) 





























































































































TOTAL INSURANCE TO BE CARRIED TOTAL ANNUAL DEPRECIATION 


TLIST ALL ITEMS COMPRISING THIS EDP OR ADP INVENTORY 


NOTE: Copies of any completed contracts and leases should be submitted for the confidential use of the Federal Deposit Insurance 
Corporation. 
DO. RELATIONSHIPS AND ASSOCIATIONS WITH BANK 


ARE ANY OF THE SELLERS OR LESSORS OF LAND. BUILDINGS. OR EQUIPMENT LISTED ABOVE OTHERWISE DIRECTLY OR INDIRECTLY 
ASSOCIATED WITH THIS APPLICATION? (if “Yes,” complete the following table } Oves Owno 


1 TEM SOLD OR LEASED RELATIONSHIP OR ASSOCIATION WITH BANK 
NAME OF SELLER OR LESSOR (Place “X" on appropriate columnl) (Specity Director, Officer, §% stockholder, or thei relatives 
Designate any business interests of the aforementioned | 


[_tend | Budding [Equipment 



































IMPORTANT: Upon organization, the proposed bank will not refinance, directly or indirectly, any loan, advance, or credit extension originally 
meJe by any existing financial institution, or others, to any of the individuals listed above for the purpose of obtaining funds to purchase the 


fixed assets 
ee — 
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1. FINANCIAL HISTORY AND CONDITION (Continued) 


E. ORGANIZATION EXPENSES 
INSTRUCTIONS: List all expenses related to the organization of the bank. Include all expenses paid, additional costs anticipated prior to the 
opening date, and include any expenses for work performed during the orgamzation phase for which disbursement has been deferred beyond 
the opening date 
IMPORTANT. A detailed accounting of legal work performed will be required prior to final consideration of this application 
ASSO TYPE OF RELATIONSHIP 
NAME OF RECIPIENT (Specity Dvrector, Officer, §% stockholder 
pe or then relatives Designate any busness 
onterests of the aforementioned | 


Attorney Fees 

















1. TOTAL ATTORNEY FEES 
Consultant Fees 














2. TOTAL CONSULTANT FEES 

3 TOTAL PRE OPENING SALARIES 

4. TOTAL PRE OPENING TRAVEL ANO ENTERTAINMENT 

5. TOTAL APPLICATION ANO INVESTIGATION FEES 

Other Expenses: (Describe in detail any item in excess of $1,000) 

















6. TOTAL OTHER EXPENSES 
Total Organization Expenses (Sum of lines 1 thru 6 above.) 
opening Income 


NET TOTAL 


OESCRIBE SOURCE OF PRE OPENING INCOME 


DESCRIBE HOW ORGANIZATION EXPENSES WILL BE PAID 


F. PREDECESSOR INSTITUTION 


INSTRUCTIONS: Ser forth below a brief history of the operations of any banking institution the assets and liabilities of which are to be 
assumed in whole or in part by the Proposed Bank, such banking institution herein referred to as the Predecessor institution. This history 


restriction agreements, subordinations of claims or deposits, and so forth, which have occurred during the past ten years 


IMPORTANT: The Bank will comply with Part 326 of the Rules and Reguistions of the Federal Deposit insurance Corporation. Outline 
specific programs and protective devices in the Confidential Section of this application 
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il. ADEQUACY OF THE CAPITAL STRUCTURE 
A. PROPOSED PAID-IN CAPITAL STRUCTURE 


IMPORTANT: Upon organization, the proposed bank will not refinance, directly or indirectly, any loan, advance, or credit extension originally 
made by any existing financial institution, or others, to any subscriber of shareholder for the purpose of obtaining funds to purchase stock in 


DESCRIFTION AMOUNT 





par value) 





Other capital segregations 


NOTE: Attach a copy of the stock subscription form and prospectus, if any, which will be used in connection with the issuance of capital 
stock. A substantially complete list of stock subscribers will have to be submitted before the application can be processed 


LIST AMOUNTS ANO RECIPIENTS OF ANY FEES OR COMMISSIONS PAID IN CONNECTION WITH THE SALE OF STOCK 


8. MINIMUM CAPITAL REQUIREMENTS OF STATE LAW RELATIVE TO ORGANIZATION OF A BANK IN THIS 
SIZE COMMUNITY AND WITH POWERS AS PROPOSED 





Common capital 
Surplus 
Other capital segregations 











C. ESTIMATED DEPOSITS 
ESTIMATED VOLUME AT END OF 
TYPE OF DEPOSIT 
INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS 
Demand deposits _ 
Savings Deposits 
Time Deposits 
PUBLIC FUNDS 
Demand Deposits 
Time Deposits 
DEPOSITS OF BANKS AND OTHER FINANCIAL INSTITUTIONS 
Demand Deposits 
Time Deposits 
TOTAL OEMANO DEPOSITS 
TOTAL TIME ANO SAVINGS DEPOSITS 

















TOTAL DEPOSITS 


THE ABOVE ESTIMATES ARE BASED ON THE FOLLOWING DATA ANDO ASSUMPTIONS 


IMPORTANT: The bank will at al! times maintain adequate tal accounts in relation to the true value of its total assets. 
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i. FUTURE EARNINGS PROSPECTS 


THE AFORESIGNED ARE OF THE OPINION THAT, within a reasonable period after commencement of business as an insured bank, the 
earnings of the Proposed Bank will be sufficient to cover all operating expenses, losses, and charge-offs and to provide a reasonable return to 
shareholders 
A. ESTi ED AVERA ! 
INSTRUCTIONS: Average deposits for the second and third years are computed by adding figures at the end of the preceding year to the totals 
at the end of the subject year and dividing by two. (Refer to // C.) 
AVERAGE DURING 


DESCRIPTION 


|__ First Yow | Second Your _| 
A_Demand deposits 
8 Tome and Savings deport SN wae: 
Total estimated average deposit volume a oe 


AT SAREE 
XPENS| 


Capital paid in (Should agree with |/ A) 
IMs OME Al 


INSTRUCTIONS: Gross income 1s calculated by multiplying the estimated return on assets by the total estimated average assets above 
ESTIMATED AMOUNT 


DESCRIPTION 
|__ Firs Yow | Second Ver | Third Yew 
‘O88 income / %) 


| a SPC: 
EXPENSES 
1. Salaries and benefits 
EN TERE 





2. Interest on time and savings Geposits 
3. Net occupancy expense (deta:/s below) 
5 





Furniture and equipment (deprecietion, rental, maintenance, etc.) 

Other operating expenses 

Advertising 

Telephone 

u 

Postage SE SER 

Computerservices TTC TT cme 

Miscellaneous SE cee 

6. Net organization expenses (Ist year only. Should agree with /E } | (yn WY: 

EEE eet 


Total estimated expenses 
ESTIMATED NET PROFIT OR (LOSS) 


OCCUPANCY EXPENSES 
Rent 


Depreciation 


es 


5 Se 
Maintenance (including building staff salaries) Siee 
SS ee 


Insurance 


axes on real estate ae epee 
Utilities (heat, light, power, etc.) a She 
Other occupancy costs ae 

Total Occupancy Expenses 

Tess Rental Income 


ae: Oe 
Stee 


a 
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IV. GENERAL CHARACTER OF THE MANAGEMENT 


1ONS: List siphebetically, by group, et! Directors, Non-Director i. to 5% 07 more of the proposed capital. 
indicate the status of each individual listed by checking the appropriete box et left. D - . 7 * . 1 dieclogure of any of the 
proposed officers of the proj benk would peoy current meant. imctude the in 


TITLE 
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Iv. GENERAL CHARACTER OF THE MANAGEMENT (Continued) 


CHANGES CONTEMPLATED IN THE PROPOSED DIRECTORATE OR ACTIVE MANAGEMENT OURING THE FIAST YEAR (if none, so stete) 


IMPORTANT: Prompt written notification must be given to the Federal Deposit insurance Corporation if changes in the directorate, active 
management, or in the ownership of stack of 5% or more of the total are made prior to opening. 


6. COMMITTEES 
_LOAN 


NAMES OF MEMBERS geese i ours 














NAMES OF MEMBERS 








NAMES OF MEMBERS 














C. FIDELITY COVERAGE 


The applicant bank will at all Omes mainwin sufficient surety bond coverage on it active officers and employees to conform with generally 
accepted banking prac 0ces and will at all Omes maintain an excess employee dishonesty bond in the amount of $1,000,000 or more. 


0. REPRESENTATIONS 


Are the prospective incorpor ators agting as representative of or on behalf of any other person, partnership, association, or corporation? (/f 
“Yes,” explain in “Comment” below.) O Yes O No 


Are the prospective incorporators, directly of indirectly, party to any written or oral agreement or understanding providing for the sale of 

the assets of the proposed bank to, or merging or consolidating the proposed bank with, any other financial institution? 

(it “Yes.” explain in “Comments below.) Ove 9 
COMMENTS 
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V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 


INSTRUCTIONS: The applicants are responsible for developing the legal factor Convenience and Needs of the Community in a way which 
clearly shows the economic support and justification for the proposed bank. /nclude a map of the trade area pinpointing the location of offices 
of the nearest bank and/or competing bank(s). Submit such data relating to the trade area which you fee! is relevant to the proposal. if en 


THE AFORESIGNED ARE OF THE OPINION THAT the interests of the residents of the proposed trade area would be served by the 
establishment of the proposed bank Data to support this opinion is presented below and in other information submitted with this application. 


A. DESCRIPTION OF THE AREA TO BE SERVED 
DESCRIBE THE TRADE TERRITORY WHICH THE PROPOSED BANK WILL SERVE (include the geographic boundaries within which el! or most of the 
proposed bank s potential customer rewde | 


6B. ECONOMIC AND DEMOGRAPHIC DATA 
DESCRIBE THE ECONOMIC CHARACTERISTICS OF THE TRADE TERRITORY SPECIFIED ABOVE (include menulacturing, agricultural, and other 
wndustra! data Also inctede information covering but not hented 10 population, INCOME, COM *rECtHON ectiwity, and rete: and wholesale sales This information, as 
@ mummum should cover the most recent 5-yeer period.) 


ve PAST 5 YEARS (indicate veer) 
Tem — Sop a 
9 9 





Population 


No. of housing starts 

industrial and commercial busiding permits sued 
Reta sales cee 
Wholesale sales 








APPROXIMATE 
NAME OF COMPANY TYPE OF BUSINESS NUMESR OP ANNUAL ANNUAL SALES 
EMPLOYEES PAYROLL 


+ 





= 7 “ —EE + 
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V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED (Continued) 
8. ECONOMIC AND DEMOGRAPHIC DATA (Continued) 
ai 2. COMPETITION 


INSTRUCTIONS: List al! banks and branches now serving the trade territory to be served by the proposed bank. If none, list the nearest bank 
in each direction within a 25 mile radius from the proposed site 








Name BAN LOCATION (City and Stat lb. ibs Stateaeur Lam 
































LIST FINANCIAL INSTITUTIONS OTHER THAN BANKS NOW SERVING THE TRADE AREA TO BE SERVED finctude Savings and Loan Asacaton 
Credit Umom, and F nance Compenves.} 


Vi. CONSISTENCY OF CORPORATE POWERS 


THE PROPOSED BANK WILL HAVE ONLY SUCH CORPORATE POWERS AS ARE GRANTED TO A STATE BANKING CORPORATION UNDER THE 
FOLLOWING PROVISIONS OF THE STATE LAW 


THE AFORESIGNED AGREE that the bank, while a member of the Federal Deposit insurance Corporation, will not, except as incidental to 
the usual functions of a bank, quarantee mortgages, mortgage or other participation certificates, or real estate land 0 tes or obligate itself under 
ay contract of suretyship or guaranty 


NOTE if available, attach hereto o copy of the proposed articles of incorporation or association 
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INFORMATION FOR THE APPLICANT —- CONFIDENTIAL SECTION 


In preparing your apphcation, keep in mund that the Federal Deposit Insurance Corporation deems 
that public policy warrants making all information submitted in connection with your applicator 
available for public rewew uniess it 6 Confidential in nature and it qualifies for exemption under 
the provisions of the Freedom of information Act (5 USC. § 552) The Corporation has deter 
muned that application information 1 Ikely to be of such confidential nature, when meeting any 
of the three following exempt categories 


1. Trade secrets and commercial or financial information obtamned from a person and 
privileged or confidential (5 US.C § 552 (ib) (4)) 


2. Personne! and medical files and similar files the disclosure of which would const 
tute a clearly unwarranted invasion of personal privacy (5 U S.C § (b) (6)) 


3. information contained in the application form which 5 im the nature of examina 


tion report information (5 USC. § 552 ib) (8)) 


However, the determination of the question of confidentiality and the discretion to release infor 
mation which is exempt resides with the Corporation and the specific information you include ir 
thes section may be made available for public review in the sole discretion of the Corpor atior 


iii 
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Contiaent:e! Section 


1. FINANCIAL HISTORY AND CONDITION 


IUTLINE BELOW INFORMATION WITH REGARO TO FIXEO ASSETS WHICH YOU BELIEVE. (Ff DISCLOSED TO THE PUBLIC, WOULD ADVERSELY 
AFFECT ONGOING NEGOTIATIONS 


BELOW IN DETAIL. THE BASIS FOR COST ESTIMATES FOR BANK PREMISES SHOWN I THE PUBLIC SECTION (include Architect's fees, (f 


a 
SPECIFY THE TIME MEQUIFED TO PREPARE THE BANK PREMISES F OCCUPANCY 1f TEMPORARY QUARTERS ARE ANTICIPATED ESTIMATE 
THE PROBABLE TERM OF OCCUPANCY AND DESCRIBE THE OFSPOS! TION OF SUCH QUARTERS 


OUTLINE SPECIFIC PROGRAMS ANDO PROTECTIVE Devices Which AME TO OF FoiLoweD AND USED IN COMPLIANCE WITH PART 326 OF tHe 


RULES ANO REGULATIONS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


LS 
it. ADEQUACY OF CAPITAL STRUCTURE 


STATE TAT Case DIVIDEND POLICIES TO BE FOLLOWED DURING THE FIAST THREE VEAMS OF OPERATION 


INSTRUCTIONS: List ai! known subscribers to the capital stock of the Proposed Bank 


eT 
IMPORTANT. A substantially complete list of stock subscribers will be required prior to Tinal consideration of this application 


NAME 


: 
i 


FOIC 6200/05 (PAGE THIRTEEN) FORMERLY FORM 62 
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ll. ADEQUACY OF THE CAPITAL STRUCTURE (Continued) 
INSTRUCTIONS. List all known subscribers to the capital stock of the Proposed Bank 


~ saa 


































































































F OIC 6200/05 (PAGE FOURTEEN) FORMERLY FORM 82 
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lil. FUTURE EARNINGS PROSPECTS 
rj WA 


F) 
é 
¢ 
s 


POSITION 
Charman of the Board 
evident 
Executive Vice President 
Vice President(s) 
Cashier 
Assistant Castwer(s) 
Auditor 
Tellers 
Bookkeepers 
Secretaries 
Cierks 
Janitor 
All Others 


i 


YEAR 
rep A 
UME 


ESTIMATED 
AVERAGE 
VOLUME 


~ 
= 
= 


< 


RAGE 
CENT 
TURN 


> 
aa 


: coal 
Instaiment 
Real Estate 
Term 
chased Participations 


TOTAL 


~ ° AID ON TIME DEPOSITS 


< 

c} 

oo 
> 
o, 


ZN 


WW 


TO GE PAID ON SAVINGS DEPOSITS 


Alii 2 


# 


CHANGE ANO ve CHARGE POLICIES TO BE FOLLOWED 


COMME NTS (inctude other information spporing Acome end expense es: mates (epor ted in the Public Section of (hes application | 


Fore 6200/05 (PAGE FIFTEEN) FORMERLY FORM 62 
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IV. GENERAL CHARACTER OF THE MANAGEMENT 


Attach a copy of form F Di (Formerty Form 83), Financial and Personal History Statement, for each Director, each Officer, 
and each person owning or subscribing to 5% or more of the tote! capital. 


wane [———"soontss—SSC«dCAGE | OCEPATION Te 


CHECK 
1. Has any proposed director, officer, or employee been convicted of any criminal offense involving dishonesty or a breach of trust? [ves] wo 
(it “Yes,” explain below.) = 
2. Do stock option plans exist? (/f “Yes,” explain in “Co ts” below.) a 
3. If stock option plans exist, has full disclosure been made, in writing, to all shareholders - 
NOTE: Include s copy of the disclosure statement with ppl 
me 


4. Have corr: it bank relationships been established? (if “Ves,” list below) 
un JAMES ANO ADO SES OF ALL COR BPONDE AN K: 


5. Are there any agreements with correspondent banks, written or oral, establishing balances required to be maintained by the 
Proposed Bank in connection with loans to any Director, Officer, Employee, or 5% stockholder for the purpose of financing 
the purchase of stock in the Proposed Bank? (/f “Yes,” explain in “Comments” below.) 


COMMENTS (Furniah any necessary details to the above questions. Reter by item No. whenever possibie.) 


SS 
FDIC 6200/05 (PAGE SIXTEEN) FORMERLY FORM B62 





q 90.3 FORM 6200/06 


§ 90.3. FDIC financial report 
(Form 6200/06, formerly Form 83) 


FO 6200/06 (7.72) 
FORMERLY FORM 69 


Section | 


, ‘ 
ee ee ness s 


Sum: herewith the following information and # Correct end complete stetement of my financial condition as a 


to the Federa! Depos:t insurance Corporetion for its confidential use, in Connection with 
TReason for submitting ‘eport) , 


An answer to each item is required. if the answer is “No? “None” or “Not applicable”, so stete. if an 
item of information called for is unknown, so state. If space provided on this form is inadequate, attach 
& separate schedule. Al! such schedules should be signed and dated. 


ASSETS LIABILITIES 


Cash on hand and in banks 9) Accounts peyable 


Notes, loans, and other accounts receivable 10) Notes payable to banks - 
considered good and collectible from Schedule O 


Merchandise and inventory at lower of cost or 11) Notes payable to others — 
market valve from Schedule E 


- ie A 
Real estate — from Schedule 12) ‘ities a 
“from Schedule F 
Machinery and equipment — at cost less “ 


depreciation 13) Interest and taxes due and 
Marketable securities — from Schedule B unpaid — from Schedule G 
Life insurance (face amount $___) 14) Other debts and liabilities 
cash surrender valve from Schedule H 

TOTAL LIABILITIES 
Other assets — from Schedule C 15) NET WORTH 

TOTAL LIABILITIES ¢ 


TOTAL assets 3 AND NET WORTH gis 
NOTE Notes accounts recervadig, mortages and other assets Cons ered Goubtty!, end not included in shove financis! statement heve an 


estrmates value of §. 
CONTINGENT LIABILITIES 
In addition to the debts and liabilities listed above. | have engorsed. guaranteed. or am otherwise indirectly or Contingently 


liable for the debts of others as follows 


STATEMENT OF INCOME 
Salaries. wages. and commissions from employment 
Income from dividends and interest 
Net income from rents. royalties and investments 
Other income 
TOTAL INCOME 


Expenses 
NET INCOME 





FORM 6200/06 
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SUPPORTING SCHEDULES 


Schedules set forth on this page must agree in total with the appropriate item contained in the Financial Stetement 


on Page | of this report 


Schedule A - Real Estate Owned 


Desciiption and Location Title in Whose Name 





Schedule 8 — Marketable Securities 


Schedule C — Other Assets 
Desciiption and Basis for Valuation 


Schedule E — Notes Payable to Others 
Name of Creditor Security Oate Due 





Desciiption 


Schedule 0 — Notes Payable to Banks 
Name of Creditor 








Schedule F - Real Estate Mortgages Payable 
Name of Creditor 





canied forward to item 11. page | TOTAL 


Schedule G — Interest and Taxes Due and Unpaid 
Description Payable To Date Ove Amount 








Schedule H — Other Debts and Liabilities 
Description Date Ove 





camied forward to tem 13, page 1 = TOTAL 





Carried forward to item 14, page| = =TOTALIS 
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BIOGRAPHICAL INFORMATION 
Section I! 


Date of Birth Place of Birth Citizenship 
Residence Address 

Length of Residence in Community 

Marita! Status Wife — Husband's Name 

Social Security No. of assigned internal Revenue identification Number 

Trade names and/or other names used in place of given name 


List civic, profess:ona!l, social. of other organizations in which you have membership 


Resume of Education 


Have you ever been adjudged a bankrupt or had to work out @ Compromise with your creditors? 


if so, set forth details in the following schedule 




















Give deta:!s of al! pending civil litigation of any nature in which involved esther as plaintiff or defendant 





Title and Mature of Lawsuit or Proceeding 








Have you ever been convicted of. or pleaded nolo contendre to. any criminal offense involving dishonesty or breech of trust? 














FORM 6200/06 
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Employment Record 
(inctude present and al! past employment) 











Business Affiliations 


List all firms, companies, Corporations, or other business organizations of which you are at present 8 director, officer, 


employee, partner, or owner. 
ie dtome | ___\omes _____—_] 














Stock of this bank owned or subscribed for 


Number of Shores, Par Velue $_.__. Tete! Cost § 


Method of Payment 
if @ loan is to be made to purchase this stock, give details. 








CERTIFICATE 
| hereby certify that the foregoing information and statement of financial Condition is true and correct to the best of my 
knowledge and belief and that said information and statement of financial Condition are submitted voluntarily by me to 
the Board of Directors of the F ederal Deposit insurance Corporation for its confidential use. 


Signature in Full 


INFORMATION FOR SIGNER 


3. Tele 18, U S.C. (O07 provces m part os totiows “ Whoever for "he purpose of intivencing in any way the ection of the F dere! Nepos:t 
Insurance Corporation. makes any cistement knowing :t to De false. oF willfully Overvelues any Security Shel! be fined not more than 85000 or im 
OF SOred Not more ther two veers oF bom 





q 90.7 FORM 84M 1-466 


€ 90.7. Application for federal deposit insurance (mutual sav- 
ings bank) 
(Form 84M) 


FORM 64m REVISED 61-52 


Application for Federal Deposit Insurance 


(Mutual Savings Bank) 


FEDERAL DEPOSIT INSURANCE CORPORATION 
WASHINGTON, D. C. 


SIRS: 
The... sonia hereby makes 


Mame of Bank ree Ate Cary ox Tews snd State 
application to the Federal Deposit Insurance Corporation to become an insured bank under the provisions of the Federal 
Deposit Insurance Act. The general character or types of business now exercised by the Bank are as follows: 


(hee Foctnce* ) 
It is understood that the Board of Directors of the Federal Deposit Insurance Corporation in applying the factors set out 
im Section 6 of the Federal Deposit Insurance Act to this Application, will consider it only with respect to the general 
character or types of business above stated and that the Bank will not engage in any other business without the pr.or 
written consent of the Corporation. 


It is understood that such insurance will not become effective (a) until the Bank has fulfilled such requirements, if any, 
as may be imposed by the Federa] Deposit Insurance Corporation as a condition of its approval of this Application, and 
(b) until the Bank has been approved for membership in the Corporation and so notified. 


Fe ae Coe 6 a OEE a eae 

Deposit Insurance Corporation are as follows: 
“Sec. 5. Subject to the provisions of this Act, ...any State nonmember bank, upon application to aad exami- 
nation by the Corporation and approval by the Board of Directors, may become an insured bank. Before approving 
the application of any such State nonmember bank, the Board of Directors shall give consideration to the factors 
numerated in section 6 and shall determine, upon the basis of a thorough examination of such bank, that its 
assets in excess of its capital requirements are adequate to enable it to meet all its liabilities to depositors and other 
creditors as shown by the books of the bank.” 


“Bec. 6. The factors . . . to be considered by the Board of Directors under section 6 shall be the following: The 
financial history and condition of the bank, the adequacy of its capital structure, its future earnings prospects, 
the genera] character of its management, the convenience and needs of the community to be served by the bank, 
and whether or not its corporate powers are consistent with the purposes of this Act.” 
In support of this Application the following statements, representations, and information upon the several factors enu- 
merated under Section 6 of the Federal Deposit Insurance Act are submitted for the purpose of inducing the Board of 
Directors of the Federal Deposit Insurance Corporation to approve the Bank for membership in said Corporation. 


*Mutual savings bank without trust or insurance powers, mutual savings bank with trust powers, but without insurance powers, mutual ssvings 
bank with insurance powers, but without trust powers; or, mutual ssvings bank with both trust and insurance powers. 
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(i) FINANCIAL HISTORY AND CONDITION 
A statement of the assets and liabilities of the Applicant Bank, as of the date of this Application, is as follows: 


The following is a detailed description of the bank premises, date of construction, original cost, and from whom acquired 
and includes a discussion of any contemplated plans to purchase or construct bank premises: 


There is set forth below a brief history of the past operations of the Applicant Bank and of any banking institution the 
assets and liabilities of which have been or are to be assumed in whole or part, by the Applicant Bank, such banking 
institution being hereinafter referred to as Predecessor Institution. This history includes dates of organization and full 
information on any mergers, consolidations, conversions, reorganizations, guaranties or guaranty bonds executed, con- 
tributions to surplus, liability or deposit assumptions, deposit waivers, deposit deferment or restriction agreements, 
subordinations of claims or deposits, and so forth which have occurred during the past twenty years: 


(2) ADEQUACY OF SURPLUS OR CAPITAL STRUCTURE 
The surplus or capita! structure of the Applicant Bank, as of the date of this Application, is as follows: 








Capital Debentures 
Surplus or Guaranty Fund 


Undivided profits 


| Other segregations of the surplus or capital structure 


It is anticipated that a normal deposit volume of approximately $ will be obtained 
within. after this bank becomes an insured bank. 
The Applicant Bank will at all times maintain, or provide satisfactory and effective means for attaining, an adequate 
total sound surplus or capital structure in relation to the true value of its assets. 
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FORM pom REVIEED 61-62 


(8) FUTURE EARNINGS PROSPECTS 


It is the opinion of the undersigned that the earnings of the Applicant Bank will be sufficient, after becoming an insured 
bank, to cover all operating expenses, losses, and charge-offs and to provide reasonable dividends to depositors. 

There follows a statement of the current operating earnings and expenses of the Applicant Bank or its Predecessor In- 
stitution during the last calendar year or for the twelve month period ending ; 

Applicant Bank has been recently organized and has no Predecessor Institution, there follows a pro forma statement of 
anticipated current operating earnings and expenses for the first twelve months following membership of Applicant 
Bank in the Federal Deposit Insurance Corporation: 


Current Operating Earnings Current Operating Expenses 

(a) Interest and discount on loans . 
(0) Interest and dividends on securities 
(¢) Commissions, fees, and collection, exchange, ° ee 

co ae poe OE a — 
(4) Other current operating earnings . ee (@) Other current operating expenses. . . . 
Gross Current Operating Earnings . ee Total Current Operating Expenses. . . . . 
Annual! charges for regular depreciation on bank premises will approximate % of the original cost. 
Annual charges for depreciation on furniture and fixtures will average approximately .% a original 


costs to bank. Annual charges for regular depreciation on bank premises of $ aed furniture 
and fixtures of $ .. are included in the above statement under item (e). 


(4) MANAGEMENT 


The Trustees (or Managers) and Officers of the Applicant Bank are listed below with information concerning each. 
Following the name of each of the Officers is a brief resume or outline of his past business and bank experience and other 
qualifications as well as a brief statement of his duties and responsibilities in connection with operation of the bank. 


Tite and Ansual 
Name, address and occupation age Duties Salary 


No changes are contemplated in the Board of Trustees (or Managers) or active management of the Applicant Bank, as 
shown above, within the first year after the bank becomes an insured bank, with the following possible exceptions: 


None of the trustees (managers), officers or employees of the Applicant Bank has been convicted of any criminal offense 


involving dishonesty or a breach of trust. 


The Applicant Bank will at all times maintain sufficient surety bond coverage on its active officers and employees to 
conform with generally accepted banking practices. 
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FORM 64M REVISED 8.1.82 


(5) CONVENIENCE AND NEEDS OF COMMUNITY 


Existing banks and branches of banks located in same city or town as Applicant Bank and existing banks and branches 
of banks located within a radius of twenty-five miles of Applicant Bank are as follows: 


Name of bank or branch Location Population a Applicant Bank 


The approximate population of the town or city of the Applicant Bank is 
population of the trade area to be served inciuding the town or city of the Applicant Bank is 


The principal industries of the community are: 


The principal agricultural, mineral, and other products of the territory to be served are: 


The approximate average annual value of the above products during the past three years is: 


Other supporting information relative to the factor of convenience and needs of the community is as follows: 


(6) CONSISTENCY OF CORPORATE POWERS 
The Applicant Bank is organized pursuant to 


(Cte ctratton of Sete matutery provisiens 


A true and correct copy of the Articles of Association of the Applicant Bank are hereto attached and made a part hereof 
by reference. 
It is agreed that the Bank, while a member of the Federal Deposit Insurance Corporation, will not, except as incidental 


to the usual functions of a bank, guarantee mortgages, mortgage or participation certificates, or real estate land titles, 
or obligate itself under any contract of suretyship or guaranty. 
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FORM 64M REVISED 61.82 


RESOLUTION OF BOARD OF TRUSTEES (OR MANAGERS) OF APPLICANT BANK 


The Board of Trustees (or Managers) of the Applicant Bank at a meeting duly called and held on 
adopted the following Resolution 
“WHERFAS, it is the sense of this meeting that application should be made on behalf of this Bank to the Federal 
Depo-it Insurance Corporation to become an insured bank in accordance with the provisions of the Federal Deposit 
Insurance Act; 
NOW, THEREFORE, IT Is Reso.vep, That the President or Vice-President and the Secretary or Treasurer of this 
Bank are hereby authorized and directed to make application on behalf of this Bank to the Federal Deposit In- 
surance Corporation to become an insured bank and to submit to the Federal Deposit Insurance Corporation ini’ 
connection therewith information on the several factors enumerated under Section 6 of the Federal Deposit In- 
surance Act for the purpose of inducing the Board of Directors of the Federal Deposit Insurance Curporation to 
approve this Bank as a member « hereof.” 
The above Resolution has not been rescinded or modified and has been duly entered on the minute book of the Applicant 
Bank 


(Dete) 


It is requested that an Examiner of the Federal Deposit Insurance Corporation be assigned to conduct the necessary 
investigation or examination. 


Date: 
(Name end locetoe of Beak) 


(SEAL) 


(Prewdeot or Vice Prewdent 


Attest: 


(Secretary or Treesurer 


CERTIFICATE OF TRUSTEES (OR MANAGERS) 


The undersigned, constituting , atu of the Trustee (or Managers) of the Applicant Bank do hereby certify and 
state, jointly and severally, that they have read this Application and all statements, representations, and information 
contained therein and that said statements, representations, and information are true and correct to the best of their 
knowledge and belief and are submitted for the purpose of inducing thé ®ederal Deposit Insurance Corporation to accept 
the Applicant Bank as a member of the Federal Deposit Insurance Corporation 


Date: 


Signed : 


INFORMATION FOR APPLICANT 


Any Trustee (or Manager) desiring to qualify his certificate may do so by attaching hereto any statement which may be required to make his 
certificate accurate 

Schedules or inserts may be attached to this Application wherever the space provided is insufficient. Such attached schedules or inserts are to be 
regarded as a part of this Application and must be signed by the Trustees (or Managers). Al! schedules or inserts should preferably be on paper 
the same size as this page. Applications are to be securely bound at the top of the page. 

This Application is to be executed in quadruplicate, three signed Applications to be forwarded to the Supervising Examiner of the Federal 
Deposit Insurance Corporation for the Federal Deposit Insurance District in which the Applicant Bank is located and the other Applicatior 
is to be retained in the files of the Applicant 

If in any instance it is not clear as to what information is necessary to complete this Application, a letter to the Supervising Examiner of the 
Corporation for the District in which the Applicant is located wil! bring a prompt and informative reply 





I-471 FORM 6210/06 q 90.9 


¢ 90.9. FDIC application to establish branch (public section) 
(Form 6210/06, formerly Form 85) 





[NAME OF BANK 





INFORMATION FOR THE APPLICANT — PUBLIC SECTION 


Schedules or inserts may be attached to this Application whenever the space provided 1s 
imsufficrent. Such attached schedules or inserts are a part of this Application. All schedules or 
inserts should be on paper the same size as this page Applications are to be securely bound 


Copies of the completed Application are to be forwarded to the Regional Director of the 
Federal Deposit Insurance Corporation Region in which the Bank is located. A complete copy 
should be retained by the Bank 





Requests for clarification as to what information is necessary to complete this Application 
should be dwected to the Regional Dwector of the Federal Deposit insurance Corporation tor 
the Region in which the Applicant 1s located 


You may provide any information in addition to that requested by the Corporation which, in 
your opimon, mught aid in the disposition of your application However, any such unsolicited 
information will be accepted for consideration with the understanding that it may be made 
Public 


Ee TL 








FOIC 6210/06 (10 73) (PAGE ONE) FORMERLY FORM 85 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
APPLICATION TO ESTABLISH A BRANCH 


NAME OF BAN 


COMPLETE ADORESS (MAIN OF FIC 





STREET AND NUMBER 
COUNTY 
EXACT LEGAL TITLE OF PROPOSED BRANCH 


COMPLETE ADORESS (PROPOSE O BRANCH) DISTANCE AND DIRECTION 





STREET ANO NUMBER ; FROM MAIN OF FICE 








Zi? CODE [FROM NEAREST OF FICE 


TYPE OF Busine Teck al which appv) 


O comme aci ar BANKING O savincs sanninG O rwoustaar GANKing O taust eusiness Ocasn 0f*os: tory 
O ofmen (Specity 

It 1s understood that the Board of Dwectors of the Federat Deposit Insurance Corporation in applying the factors set out im Section 6 of the 
Federal Depost Insurance Act to this Application, will consider it only with respect to the general character or type of business above stated 
and that the bank w t engage (mn any other business without the prior written consent of the Corporat 


The following are ons of State statutory provisions and regulations which govern the establishment, operation. and powers of the Proposed 
Branch 


We have connection with this Application, read the following prowsions of the Fede: a! Depost Insurance Act which govern applications by 


State nonmember banks to establish a branch, namely 


“Sec. 3. (0) The term ‘branch’ includes any branch bank, branch office, branch agency, additional office, or any 
branch place of business located in any State of the United States or in any Territory of the United States, Puerto Rico 
oF the Virgin Islands at which deposits are recerved or checks paid or money lent 


Sec. 18 id) No State nonmember wsured bank (except a District bank) shall estatich and operate any new branch 
uniess « shall have the prior written consent of the Corporation The factors to be consrdered Y anting or 


withholding the consent of the Corporation under this subsection shall be those enumerated om section 6 of thes Act 


Sec. 6 The factors to be considered by the Board of Derectors shall be the following The financial hustory and 
condition of the bank, the adequacy of its caprtal structure, its future earnings prospects, the general character of its 
management, the convemence and needs of the comm ty to be served by the bank and whethe not its Corporate 


powers a nsistent with the purposes of t 


support of ths Application, the following statements, representations, and information upon the several factors enumerated in Section 6 of 
the Federal Deposit Insurance Act are submutted for the purpose of inducing the Board of Dwectors of the Federal Deposit insu 
Corporation to gant its prior written co t to the establishment of the Proposed Branch 


RESOLUTION OF BOARD OF DIRECTORS (TRUSTEES) OF APPLICANT BANK 


The Board of Owectors (Trus # the Applicant Bank at , 9 duly called and hetd o 


adopted following Res 


WHE REA t the sens 


Corporat for writter 


1S RESOLVED, That the President or Vice Pres , < ) Bank are hereby autho 


behalf of this Bank to the Federa 
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|. FINANCIAL HISTORY AND CONDITION 


A. STATEMENT OF CONDITION (Date of application) 


ASSETS LIABILITIES AND CAPITAL 
DESCRIPTION AMOUNT DESCRIPTION 
Cash and due from banks Demand deposits 
Securities Savings deposits 
Loans 
Bank premises 
Furniture, fixtures, and equipment 
Other real estate Other liabilities 
Other assets: 





























Reserves for loans 
Reserves for securities 
Total ital Accounts (Sarne as //A_) 


TOTAL LIABILITIES. 
TOTAL ASSETS Je RESERVES, AND CAPITAL 


6B. MAIN OF FICE AND EXISTING BRANCHES 
INSTRUCTIONS: List below the name and address of the main office and each existing branch. include and designate with an asterisk any 
branches which are approved but not yet in operation 





























C. PREMISES TO BE OCCUPIED BY BRANCH 


INSTRUCTIONS: Complete al! appropriate sections below. Where not applicable insert N. A. or None. When the disclosure of any information 
may adversely affect angoing negotiations, include such information in the Confidential Section of this application. Copies of any completed 
or tentative Contracts and leases should also be submitted for the confidential use of the Federal Deposit Insurance Corporation 


1. TYPE OF OCCUPANCY (Check aff which apply to indicate both type of querters et opening and contemplated permanent querters) 

CD Permanent quarters leased (Complete 2 and 3 below) —_() Permanent querters owned (Complete 2 and 4 below) CF Tempo-ery quarters (Complete 5 below) 
SS 
2. DESCRIPTION OF PREMISES 
SIMENSIONS OF BUILDING ae OF LOT E i OF STORIES * i PARKING SPACES [° TELLERS STATIONS 








TVPE GF CONSTRUCTION OF BUILDING 








DETAILS OF BUILOING INTERIOR (Mention af! employee facilities and size of lobby area) 


2. PREMISES LEASEO 
NAME OF OWNER INSURANCE TO BE CARRIED 


COST ANO DESCRIPTION OF LEASEHOLD IMPROVEMENTS : - —— ti wai RENTAL 
ANNUAL AMORTIZATION 














TERMS OF LEASE 








RENEWAL OPTIONS 


FOIC 6210/06 (PAGE THREE) FORMERLY FORM 65 
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|. FINANCIAL HISTORY AND CONDITION (Continued) 


C. PREMISES TO BE OCCUPIED BY BRANCH (Continued) 
4. PREMISES OWNED 
EXISTING STRUCTURE 
NAME OF SELLER i ieee eee IDATE CONSTRUCTED a. USEFUL LIFE COST TO BANK 

















COST AND DESCRIPTION OF NECESSARY REPAIRS AND ALTERATIONS 





ASSESSED VALUATION = “wena TO GE CARRIED ee - phamatepeins DEPRECIATION 


PROPOSED STRUCTURE 
NAME OF SELLER OF LOT : COST OF LOT TO 6ANK|COST OF CONSTRUCTION 








ESTIMA TEO ANNUAL DEPRECIATION 


5. TEMPORARY QUARTERS 


NAME OF OWNER 7 woe MONTHLY RENTAL 





COCATION (Include distance and direction trom permanent quarters) 





GESCRIPTION 


D. PROPOSED INVESTMENT IN AND RENTAL OF FURNITURE, FIXTURES, AND EQUIPMENT 


INSTRUCTIONS: Complete ali applicable items in the following table in as much detail as possible. Precede all estimates with an asterisk 
Copies of any completed or tentative contracts and leases should be available for review by the investigating examiner 


TOTAL | roTAL COST| ANNUAL RENTAL 
(1 owned) “tf U] 


(11 teased! 
Vault Door . mir: Sie aes a , 7 iG SpanOesALNNNaNAERS 








Vault Ventilator 
= —_— 
Grill Work, Teller’s Chests, etc 
Sate Deposit Boxes ms 
Drive-in Teller’s Windows ’ es 
Night Depository __ 
Counter and Gate Fixtures 
Posting Machines 

"s Machines 
Proof Machines 
Adding Machines — 
Typewriters 
Microtilmer 
Checkwriter 






































Desks 





Fiteng Cabinets 
Leager Stands 
Carpeting 
Draperies 


Heating System 
Aur Conditioning System 
Other (Specify) 


TOTALS 


TOTAL INSURANCE TO BE CARRIED TOTAL ANNUAL DEPRECIATION 


“UIST ALL ITEMS COMPRISING THIS FOP OF ADP INVENTORY 


eee ee ere 
FOIC 6210/06 (PAGE FOUR) FORMERLY FORM 
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1. FINANCIAL HISTORY AND CONDITION (Continued) 
E. RELATIONSHIPS AND ASSOCIATIONS WITH BANK 


ARE ANY OF THE SELLERS OR LESSORS OF LAND. BUILDINGS. OR EQUIPMENT LISTED ABOVE OTHERWISE DIRECTLY OF INDIRECTLY 
ASSOCIATED WITH THIS APPLICATION? f/f “Yes.” complete the following table) Oves Ono 


ITEM SOLD OR LEASED RELATIONSHIP OR ASSOCIATION WITH BANK 
NAME OF SELLER OR LESSOR (Mark apprpriete column) (Specity Director, Officer, 5% stock holder, or their relatives. 


Designate any bus:ness interests of the aforementioned.) 














F. LEGAL FEES 
ANT: Attorney fees will require a detailed account of actual legal work performed. 


ASSOCIATION WITH BANK TYPE OF RELATIONSHIP 
NAME OF RECIPIENT (Mark appropriate column) (Specity Director, Officer, §% stockholder, 
or ther relatives Designate any business 
| Direct | interests of the aforementioned / 


[indirect | None 


IMPORTANT: The Bank will comply with Part 326 of the Rules and Regulations of the Federal Deposit insurance Corporation. Outline 
specific programs and protective devices in the Confidential Section of this application. 


il. ADEQUACY OF THE CAPITAL STRUCTURE 


A. CAPITAL STRUCTURE 
DESCRIPTION wreaest TOTAL AMOUNT 


Capital notes or debentures WILLLILILLLVLLLLLLLLLL, 

referred capital nN Gan 
Common capital RENE ee 
Surplus VIIILILILLLLALLLLILILLLILLLLLLLL LLL LL 
Undivided profits VILLI LL 
Other segregations LLLLLLLLLLLLLALLLLALALALALALALLALALALALILALLALLLULA“X“1L””_ 


TOTAL CAPITAL ACCOUNTS (Should agree with /A.) 





TOTAL LEGAL FEES 





THE CAPITAL STRUCTURE OF THE APPLICANT BANK WILL BE INCREASED PRIOR TO THE ESTABLISHMENT OF THE PROPOSED BRANCH IN THE 
FOLLOWING MANNER 


6. MINIMUM STATE LAW CAPITAL REQUIREMENTS 
LIST BELOW THE MINIMUM CAPITAL REQUIREMENTS OF STATE LAW RELATIVE TO THE OPERATION OF THE APPLICANT BANK, THE PROPOSED 
BRANCH, ANO OTHER EXISTING BRANCHES 


C. ESTIMATED DEPOSITS FOR THE PROPOSED BRANCH (Exclude deposits to be transferred) 
ESTIMATED VOLUME AT END OF 
Thord Voor 





TYPE OF DEPOSIT 








Total Demand Deposits 

Time Deposits 

Savings Deposits 

Total Time and Savings Deposits 











TOTAL DEPOSITS 


THE ABOVE ESTIMATES ARE BASED ON THE FOLLOWING DATA AND ASSUMPTIONS 


IMPORTANT: The bank will at all Gomes maintain adequate total capital accounts in relation to the true value of its total assets. 
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iil. FUTURE EARNINGS PROSPECTS 


A. ESTIMATED AVERAGE DEPOSITS FOR THE PROPOSED BRANCH 


INSTRUCTIONS: Average deposits for the second and third years are computed by adding figures at the end of the preceding year to the totals 
at the end of the subject year and dividing by two. (Refer to //C.) 


AVERAGE DURING 





AVERAGE DEPOSIT VOLUME 
A. Demand deposits 
5. Time and Savings deposits 
1. Total estimated average deposit volume 
8. ESTIMATED INCOME AND EXPENSES OF AND FOR THE PROPOSED BRANCH 
INSTRUCTIONS: Gross income is calculated by multiplying the estimated average deposit volume above by the bank-wide rate of gross 
earnings to average assets for the latest available year 








DESCRIPTION ESTIMATED AMOUNT 








Z Grou incom (© 
EXPENSES 
Salaries and benefits 
Interest _on time and savings deposits (@ 
Net occupancy expense (details below) a: . 
Furniture and equipment (depreciation, rental, maintenance, etc.) . 
Other operating expenses 
Adverioing 
Stationery and supplies _ 
Telephone 
Legal : 
Postage and express 
Computer services 
Miscellaneous _ 


5 Total estimated expenses 
































ESTIMATED NET PROFIT OR (LOSS) (Line 2 fess line 3) 
NET OCCUPANCY EXPENSE 





Depreciation sits ee 
Heat, light. and power 


Maintenance (including janitor’s salary) 
Insurance 


Taxes on real estate 


Other occupancy costs 


eS eee a 


Total Occupancy Expenses 
Less: Rental income anticipated 





Net Occupancy Cost 


IGNED iS O HE OPINION THAT the antcipated results noted above justify the operation of the proposed branch 
IV. GENERAL CHARACTER OF THE MANAGEMENT 


A. PROPOSED MEMBERS OF LOCAL ADVISORY BOARD /// one is planned) 
P ADORESS | occuration 


| 


pt 


| 


+ 





6. PROPOSED OF FICERS OF PROPOSED BRANCH (indicate manager with an asterisk (*)) 
INSTRUCTIONS: /f disclosure of any of the prapased officers of the proposed branch would jeopardize current employment, include the 
information in the Contidennal Section 


NAME ADORESS TITLE 
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Public Section 
IV. GENERAL CHARACTER OF THE MANAGEMENT (Continued) 


C. DIRECTORS AND NON-DIRECTOR SENIOR OF FICERS (List alphabetically) 
OCCUPATION 













































































IMPORTANT: The applicant bank will at all times maintain sufficient surety bond coverage on its active officers and employees to conform with 
generally accepted banking practice and will at all times maintain excess employee dishonesty coverage in the amount of $1,000,000 or more 
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V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 


INSTRUCTIONS: The applicant is responsible for developing the legal factor Convenience and Needs of the Community in a way which clearly 
shows the economic support and justification for the proposed branch. /nclude a map of the trade area pinpointing the location of offices of 
the nearest bank and/or competing bank(s). Submit such data relating to the trade area which you feel is relevant to the proposal tf an 
economic survey or feasibility study has been prepared it may provide most of the information requested. Such information submitted in 
support of your application will be included in the public file 


THE AFORESIGNED IS OF THE OPINION THAT the interests of the residents of the proposed trade area would be served by the establish 
ment of the proposed branch. Data to support this opinion is presented below and in other information submitted with this application 


A. DESCRIPTION OF THE AREA TO BE SERVED 
DESCRIBE THE TRADE TERRITORY WHICH THE PROPOSED BRANCH WILL SERVE (include the geographic boundaries within which ali or most of the 
proposed branch's potential customers reside | 


B. ECONOMIC AND DEMOGRAPHIC DATA 
DESCRIBE THE ECONOMIC CHARACTERISTICS OF THE TRADE TERRITORY SPECIFIEO ABOVE (include manufacturing. agricultural, and other 
wdustrial data Also include information covering but not hrmted to population. income. construction activity, and reta:/ and wholesale sales This information. as 
@ mummum, should cover the mast recent 5 year period | 


PAST 5 YEARS (indicate year 


19 


Population | + 
No. of housing starts 

Industrial and commercial buriding permits issued 
Retail sales hs a cr 
Whoiessiesaies ————“‘COt;”™”™”™”™”™”!™!C™ 

















APPROKIMATE 


or 
NAME OF a AL ANNUAL SA 
fe OF CO’ ewrPcovees | ete NNUAL SALES 


partesting ioe 2. ae 
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V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED (Continued) 


8B. ECONOMIC AND DEMOGRAPHIC DATA (Continued) 
2. COMPETITION 
INSTRUCTIONS: List al! banks and branches now serving the wade territory to be served by the proposed branch. If none, list the nearest 
bank in each direction within a radius of 25 miles of the proposed site 


NAME OF BANK LOCATION (City and State) 





e 
ie] 
m 


LIST FINANCIAL INSTITUTIONS, OTHER THAN BANKS, NOW SERVING THE TRADE AREA TO BE SERVED. (include Savings and Loan Associations, 
Credit Unions, end Finance Compenies.) 


Vi. CONSISTENCY OF CORPORATE POWERS 


THE BANK HAS ONLY SUCH CORPORATE POWERS AS ARE GRANTED TO A STATE BANKING CORPORATION UNDER THE FOLLOWING 
PROVISIONS OF THE STATE Law 


THE AFORESIGNED AGREES THAT the bank, while s member of the Federal Deposit insurance Corporation, will not, except a 
incidental to the usual functions of # bank, guarantee mortgages; mortgage or other participation certificates; or real estate land des 
or obligate itself under any contract of suretyship or guaranty 
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APPLICATION TO ESTABLISH A BRANCH 
(Insured Nonmember Mutual Savings Banks - New York) 


FEDERAL DEPOSIT INSURANCE CORPORATION 
WASHINGTON, D.C. 


SIRS: 


Application is hereby made to the Federal Deposit Insurance Corporation on 


behalf of the 
ree ress 


for written consent to establish a 


y or Town an 


branch at 
TStreet Address) City or Town) 


(County) (State) 


Attacned hereto are a copy of the Application to New York State for Permission 

to Open and Occupy a Branch Office (Form MBA), a certified copy of the resolution 
authorizing the making of the application, *®/ and a copy of the Certificate of 
Merit describing the proposed brancn, filed with the Superintendent of Banks 

of the State of New Yorn on ° 


Date of Filing) 


These documents are being submitted in lieu of the detailed branch aoplication 
required of insured nonmember mutual savings banks. 


I hereby certify that the statements, representations, and information herein 
and in the Application and Certificate of Merit filed with the Superintendent 
of Banks for the State of New York are true and correct to the best of my 
knowledge and belief, 


Attest: 


(Secretary) 


®/ If tne resolution authorizing the making of the application to the Super- 

7” intendent of Banks for the State of New York does not similarly authorize 
the submission of this application to the "federal Deposit Insurance Corpo- 
ration, a separate resolution to that effect will be required, a certified 
copy of which must be submitted with this application. 





1-481 FORM 6210/06 q 90.10 


{ 90.10. FDIC application to establish branch (confidential 
section 
(Form 6210/06, formerly Form 85, continued) 
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INFORMATION FOR THE APPLICANT — CONFIDENTIAL SECTION 


In preparing your application, keep in mund that the Federal Deposit Insurance Corporation deems 
that public policy warrants making all information submitted in connection with your application 
available for public rewew uniess it 6 confidential in nature and it qualifies for exemption under 
the provisions of the Freedom of Information Act (5 U.S.C. Section 552). The Corporation has 
Getermined that the following application information 1s likely to be of such confidential nature. 
meeting any of the three following exempt categories 

1. Trade secrets and commercial or financ.al information obtained from a person and 
privileged or confidential (5 U.S.C. Section $52(b)(4)) 

2. Personne! and medical files and similar files the disclosure of which would 
constitute @ clearly unwarranted invasion of personal privacy (5 U.S.C. Section 
552(b)(6)) 

3. information contained in the application form which is in the nature of 
examination report information (§ U.S.C. Section §52(b) (8)) 


However, the determination of the question of confidentiality and the discretion to release 
information which is exempt resides with the Corporation and the specific information you 
include in thes section may be made available for public review after consideration 
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|. FINANCIAL HISTORY AND CONDITION 


— 
OUTLINE BELOW INFORMATION WITH REGARD TO FIXEO ASSETS WHICH YOU BELIEVE, IF DISCLOSED TO THE PUBLIC, WOULD ADVERSELY 
AFFECT ONGOING NEGOTIATIONS 


OUTLINE BELOW. IN DETAIL, THE BASIS FOR COST ESTIMATES FOR BRANCH PREMISES SHOWN IN THE PUBLIC SECTION. [Include Arch 
Meany) 


SPECIFY THE TIME REQUIRED TO PREPARE THE BRANCH PREMISES FOR OCCUPANCY if TEMPORARY QUARTERS ARE ANTICIPATED 
ESTIMATE THE PROBABLE TERM OF OCCUPANCY AND DESCRIBE THE DISPOSITION OF SUCH QUARTERS 


LIST IN DETAIL ANY PLANS OF THE BANK TO FINANCE THE CONSTRUCTION OF THE BRANCH BUILDING OF OTHER FIXED ASSETS iv 
CONNECTION WITH THE SUBJECT PROPOSAL. (if none, so state) 


OUTLINE SPECIFIC PROGRAMS AND PROTECTIVE DEVICES WHICH ARE TO BE FOLLOWED AND USED IN COMPLIANCE WITH PART 326 OF THE 
RULES AND FEGULATIONS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


A. DEPOSIT FIGURES FOR MAIN OF FICE AND ALL EXISTING BRANCHES 


NAME AND AOORESS DEMAND DEPOSITS 


_— ~——— - - + + 


TIME AND SAVINGS 
DEPOSITS 
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Cont dente Section 


il. ADEQUACY OF THE CAPITAL STRUCTURE 


INSTRUCTIONS: Complete only if new capital stock is being issued in connection with the subject proposal. 
A DOES THE BANK PROPOSE TO FINANCE THE PURCHASE OF CAPITAL STOCK BY ANY DIRECTOR, OFFICER. OR 5% STOCKHOLDER? 
(i “Ves.” gove detaits on “Comment” below.) Oves Ono 
L 





& 1S E7-CH STOCKHOLOER BEING OF FERED NEW CAPITAL STOCK ON A PRO RATA BASIS WITH HIS CURRENT HOLOINGS? I/f “Wo,” 
fully describe the manner in which the new stock will be asued.) 
ves Owc 














COMMENTS 


ill, FUTURE EARNINGS PROSPECTS 


ESTIMATED SALARIES, WAGES, AND BENEFITS 
™ ANNUAL AMOUNT 
Second Vou 





TITLE OF POSITION 








Branch Manager 
Tellers 


Other Branch Personnel 











LIST OTHER SUPPORTING INFORMATION FOR THE INCOME AND EXPENSE PROJECTIONS MADE IN THE PUBLIC SECTION OF THIS APPLICATION 


IV. GENERAL CHARACTER OF THE MANAGEMENT 


PROPOSED OF FICERS OF THE PROPOSED BRANCH 
ANNUAL SALARY 





OFFICERS OF THE PROPOSED BRANCH WILL HAVE THE FOLLOWING AUTHORITY IN CONNECTION WITH THE GRANTING OF LOANS ANDO 


OISCOUNTS AND EXTENDING CREDIT 


ee eed 
GIVE A BRIEF SUMMARY OF THE SUPERVISION AND CONTROL WHICH WILL BE EXERCISED BY THE OFFICIALS OF THE APPLICANT BANK OVER 
THE ACTIVITIES OF THE PROPOSED BRANCH 


V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 
PRESENT VOLUME OF BUSINESS DERIVED FROM PROPOSED TRADE AREA (As described in VA_of the Public Section) 


NO. OF DEPOSIT CUSTOMERS ‘Geena: spac AMOUNT OF DEPOSITS NO. OF LOAN CUSTOMERS TOTAL AMOUNT OF LOANS 
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€ 90.11. FDIC application to establish branch (mutual savings 
bank) (public section) 
(Form 6210/04, formerly Form 85-M) 


FEDERAL DEPOSIT INSURANCE CORPORATION 
ESTABLISH A BRANCH 


( Mutual Savings Banks) 


ia 


INFORMATION FOR THE APPLICANT - PUBLIC SECTION 


Schedules or wmserts may be attached to ths Application whenever the space prowded « 
imsutticent Such attached scheduies or inserts are a part of thes Appication All schedules or 
imserts should be on paper the same size as thes page Applications are to be securely bound 


Ths Application is to be executed in quadruplicate Three signed Applications are to be 
forwarded to the Regona! Dwector of the Federa! Depost Insurance Corporation Region in 
which the proposed Bank « to be located and the other Apphcation to be retamned by the 
Prospective incorpor ators 


Requests for clarification as to what information 1 necessary to complete ths Application 
should be directed to the Regional Dwector of the Federa! Depowt Insurance Corpor atic 
the Regon in which the Apphicant 1s located 


You may provide any information in addit to thet requested by the Corpora 


‘ 


YOur Opinion, Mmght ad in the dupost yout applicat However any n 


information will be accepted for consideration with the understandng that it may be made 


public 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
APPLICATION TO ESTABLISH A BRANCH (MUTUAL SAVINGS BANK 


COMPLETE ADDRESS (MAIN OF FICE 


STREET ANON 





COMPLETE ADORESS (PROPOSED BRANCH NSTANCE ANDO DIRECTION 








M NEAREST OFFICE 


PE OF BUSINESS (Chect one 
WITH NEITHER TRUST NOR INSURANCE POWERS D with iNSURANCE BUT wT 1 TRUST POWERS 


WiTh TRUST BUT WITHOUT INSURANCE POWERS wilh BOTH TRUS SURANCE POWERS 


it understood that the Board of Dwectors of the Federal Deposit Insurance Corpor at applying the factors set out Sector 6 of the 
Federa! Depost ance Act to ths Application, w eder it Only with respect to the genera! character or type of business above stated 


and that the bank will mot engage 1m any other business without the prior written consent of the Corpu 


The following are citations of State statutory provisions and regulations which govern the establish and power { the Proposed 
Branct 


We nave ecton with the Apphcation, read the t visions of the Feder ai Depo: 


member banks to establish a branch namely 


Sec. 3. to) The term ‘branch’ includes any branch bank, branch office, branch agency, additional office, or any 
branch place of busness located in any State of the United States oF in any Territory of the United States, Pur 
Virgen Islands at which deposits are recewed or checks pard of money lent 


State member umsured bank (except a Ontrict bank) shall establish and oper ate 


shall Nave the prior written consent of the Corpor etror The tactors to be conse 
g the coment of the Corporation under ths subsect shal! be those enumerated 
The factor to be considered by the Board rectors shall be the toliowing The f 


of the bank, the adequacy of epite! stru ts future ew 1s Prospects, the ge 
t. the convensence and needs of the community to be served by the bank and whethe 


ansistent with the purposes of ths Act 
the following statements representations, and information upon the several factors enumerated in Section 6 of 
© Act are submitted tor the purpose of inducing the Board of Duector of the Federal Deposit Insurance 


written Consent to the establishment of the Proposed Branch 





RESOLUTION OF BOARD OF DIRECTORS (TRUSTEES) OF APPLICANT BANK 


rustees) of the App k at a meeting duly called and held o 


WHEREAS t “ : t t should be made o t of thy Bank to the Federat Depowt 
Stree: Aadress 
accordance with prowsons of the Federa! Depos:'t 
State 
T iS RESOLVED, That the Pre ' adinnn ant te Cathe 


behalf of thus Bark t eral C y a o 
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|. FINANCIAL HISTORY AND CONDITION 
1 TA OF CT in oldardaskau. 


ASSETS LIABILITIES AND SURPLUS 
DESCRIPTION amount DESCRIPTION amount 


Cash and due trom banks Savings depenits 


ecu ities 6M luding sorporate stocks) 
Conpetate stocks Demand deperits 
Real estate loans 
Nhes loans 

Bank premises tnhet habilities 
Furnuue. (ixtures. and equipment 
Other real estate ote! Liabilities 


ete! Surplus end Reserves ‘Same as fii) 
TOTAL LIABILITIES AND SURPLUS 


Other assets 


TOTAL ASSETS 


6. MAIN OFFICE AND EXISTING BRAN 


INSTRUCTIONS. | ist below the name and address of the main olin ec and cach existing branch ‘ne lade and desmnate with an 
asterisk any Dranches which ate approved but not yet mm operation 


C. PREMISES TO BE OCCUPIED BY BRANCH 


INSTRUCTIONS. Complete all eps sections below. Where not applicable msert N. A. ot Mone. When the disclosure of 
Lal 


an’ inhamation may adversely aflect ongome negotiations. mc laude such mblcarmation in the Confidential Section «4 this applu a 
tron. Copies of any completed contracts and leases should also be submitted for the contatential ase of the Federal Deposnt 
tasurance Corparation 


1 TYPE OF OCCUPANCY (Check of! which apply te ndicete both type of quarters af epening ond contemplated permanen! quarters! 
Permanent quarters lensed (Compilers 2] ond } below! 8 WREE (Complore 2 ond 4 below! Temporary Quarters (Complore 5 below! 


OMENS ONS OF BUILOING O TELLERS STATIONS 


TYPE OF CONSTRUCTION OF BUILDING 


OETAILS OF BUILOWNG INTERIOR (Mention of! employes fecilities and sae 0! lobby oreo! 


3, PREMISES LEASED 


“AME OF OWNER INSURANCE TO OE CAPMIED 


COST AND OESCMIPT ON OF LEASEMOLD MPROVEMENTS AMNUAL MENTAL 


auNUAL AMOMTIZATION 


TEMS OF LEASE 


cee UU Ua EIDE SESE IIEUEInSSE SUEDE 
@ENE@AL OPTIONS 
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Public Sec 


1, FINANCIAL HISTORY AND CONDITION (Continued) 


T. PREMISES TO BE OCCUPIED BY BRANCH (Continued) 
4, PREMISES OWNED 
EXISTING STRUCTURE 


woe tion 


(MATED ANNUAL D 


MAME OF SELLER OF LO 


EST MATES A55€55€0 Va. uation 


5. TEMPORARY QUARTERS 
MAME OF Oene® COST OF MONTHLY MENTAL 


LOCATON Include darence end dorection  Permanen! queries 


OESC RPT ION 


b.P INVEST M AL NITUR IXTUR A JUIPMENT 


INSTRUCTIONS: Complete all applicable stems in the following table in as much detail as possible. Precede all estimates 
with an asterisk. Copies of any contracts and leases which have been completed should be available tor ressew by the invest: 
eating CN amines 


°o 
4 
> 
+ 


ANNUAL RENTAL 
(0 leeeed) 


22 
” 


Tet. 


Nault Pins 
Nault Ventilates 
Sale 
GCaill Work. Tether s Chests. etc 
Sate Depesut Boxes 
thise-In Teller s Windows 
Night Repository 
( ounter and Gate Fixtures 
cmtimg Vac hines 
eller = Machines 
Prot Vac hones 
Adding Machines 
ypewriters 
Mac totsimes 
Chee hunter 
an elling Mac hine 
*Electsonn Data Processing of Automata Data Processing Equipment 
Lesks 
lables 
Chans 
t sling ( abinets 
1 edger Stands 
( atpeting 
Mhapetues 
He ating Sostem 
Ne Cond trenin 
Cher Spercrts 


TOTALS 


DEPREC AT ON 


TOT. NSUMANCE TO BE CARMED Vora. Gunuas 


*#.. TEMS COMPRA GHG Tes EOP OF ADP wvENTORY 
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|. FINANCIAL HISTORY AND CONDITION (Continued) 


La ae ATIONSHIPS AND LATIONS WITH! BANK 
s 


s 1 Oi Our . © ABOVE OTHERUISE OIRECTLY OF INDIRECTLY 
ASSOC IATEO WITH her) "APPLICATION? (- Vea.” come! ere the bellowing reble / 


ves [| «0 


ITEM SOLD OR LEASED RELATIONSHIP OR ASSOCIATION BITH BANK 
(Mark apprap siete colomm) (Specity Testes, OMicer, 0+ thers relatives 


letras 


SAME OF RECIPIENT 


TOTAL LEGAL FEES 


IMPORTANT: The Sank will comply with Pert 326 of the qvuietions of the Federal Deposit Insurance Corporation 
Outline specific programs and protective devices im the Coatidontie! Section of this appli ation 


ll. ADEQUACY OF THE CAPITAL STRUCTURE 
A. SURPLUS AND RESEKVES (4s of date of application 


ouicnrns . 3a 
apiial notes o debentures 
Surplus aur WWMM MM amen, 


Undivided prof is VM MU 
1 Segiegations MMMM. MUL 


TOTAL SURPLUS ANE RESERVES (Should agree with 1A.) 


v wi wee CAP TAL Our 
GRANCH AND OTHER EXGSTING BRANCHES 


C. ESTIMATED DEPOSITS FOR THE PROPOSED BRANCH (f x: lude deposits to be transferred) 
ESTMATED VOLUME AT END OF 


TOTAL DEPOSITS 


THE ABOVE ESTIMATES AME BASED OW THE FOLLOWING DATA AND ASSUMPTIONS 


he bank will at all times maintain adequate total surplus account im relation to the true value of tts total assets. 
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Public Section 


il. FUTURE EARNINGS PROSPECTS 
NOTE: Please submit herewith a copy of the bank's Report 0; income. Form 7). tor the last calendar year 


A. ESTIMATED AVERAGE D//POSITS FOR THE PROPOSED BRANCH 
INSTRUCTIONS: \scraxe deposits tor the sec and third years are computed by adding tiqures at the end of the pre« eding 


yeat to the totals at the end of the subject year and dividing by two. (iefer to IC) 


DESCRIPTION AVERAGE DURING 
AVERAGE DEPOSIT VOLUME 
A. Savings deposiis 
B. Time deposus 


B. ESTIMATED itiCOME AND EXPCNSES OF AND FOS TILE PROPOSEC BELANCII 
INSTRUCTIONS: Gross income ws calculated by multiplying the estimated average deposit volume above by the bank-wide rate 
of gross carnings to average assets (or average deposits) tor the latest available year 


Tiaa Ti mT 
DESCRIPTION ESTA TED AMOUI 


. Gross income 


P SES 
Salaties and beacin» 
etest on time and sa. ingr deposits (= a) es ee 


cl m<cupan) expense (details below) 
Furniture and equipment (depreciation. rental. maintenance. etc.) 


Dees aaa 
(nhet operating expenses 
Telephone 
Legal 


Postage and capiess 


OMmpulet SCTV CES 





Musce lane ous 
3. Tete! estimoted expenses 





ESTIMATED NET PROFIT OR (LOSS) (fine 


NET OCCUPASCY EXPENSE 
Rent 
Depreciation 


Heat. light. and power 
Masntenane « (ine ludir 
‘asus an ¢ 


Taxes on teal estate 





Other «xc upanes Costs 


Less Rental wm ome antu 





Net Occuponcy Cost 
THE AFORFSIGNED 1S OF THE OPINION THAT the anticipated results noted above pustify the operation of the protwsed branch 


IV. GENERAL CHARACTER OF THE MANAGEMENT 


A. PROPOSED MEMBERS OF LOCAL ADVISORY BOARD J) onv 


B. PROPOSED OFFICERS O 
INSTRUCTIONS (f drs: los f 


OPOSEC BRANCH 


the Contidential Section 


tna 





ADDRESS ~ OCCUPATION 
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IV. GENERAL CHARACTER OF THE MANAGEMENT (Continued) 


it IND NO TRU: SEMIOR 6 t iphabeticall: 


CERS (List alph 
ones | ccuraTiON | 


WAPORTANT: The applicant bank wll at all times maintain sufficient surety bond coverage on its active officers and employees 
to conform with generally accepted banking practice 
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¥. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED (Continued) 


iC AND DEMOGRAPHIC DATA (Continued) 


2. COMPETITION 


INSTRUCTIONS: [List all banks and branches now serving the trade territory to be served by the proposed branch. If none, list 
the nearest bank in cach direction within a radius of 25 miles of the proposed site 


eer ease Cee BO ec ed rinicinid 


Vi. CONSISTENCY OF CORPORATE POWERS 


THE BANK HAS ONLY SUCH CORPORATE POWERS AS AME GRANTED TO A STATE BANKING CORPORATION UNDER THE FOLLOWING PROVISIONS OF 
Tre STATE Law 


THE AFORESIGNED AGREES THAT the bank. while a member of the Federal Deposit insurance Corporation, will not, except as 
merdental to the usual functions of a bank. guarantee mortgages, mortgage or other participation certificates; or real estate land 
tetles or obligate stself under any contract of suretyship or guaranty 
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€ 90.12. FDIC application to establish a branch (mutual savings 
bank) (confidential section) 
(Form 6210/04, formerly Form 85-M, continued) 


[Page 10] 


Ly APPLICATION TO “<i 
FEDERAL DEPOSIT INSURANCE CORPORATION 


ESTABLISH A BRANCH 


( Mutual Savings Banks) 





INFORMATION FOR THE APPLICANT — CONFIDENTIAL SECTION 


In preparing your application, keep im mund that the Federal Depost insurance Corporation deems 
that public policy warrants making ali information submitted in connection with your application 
avaiable for public rewew uniess it « confidential in nature and it qualifies for exemption under 
the provisions of the Freedom of Information Act (5 USC Sectron $52) The Corporation has 
Getermined that the following application information 15 Iskely to be of such confidential nature 
meeting any of the three following exempt categories 
1. Trade secrets and commercial oF financial information obtamned from a person and 
Privileged or confidential (5 USC Section 552(b)(4)) 


2. Personne! and medical files and similar files the disclosure of which would 
constitute @ clearly unwarranted invavon of personal pracy (5 USC Section 
552(d)(6)) 


information contamed im the application form winch « im the nature of 
examunation report information (5 US C Secton $52(b)(8)) 





However, the determunation of the question of confidentiality and the ducretion to release 
information which « exempt revdes with the Corporation and the specific mformation you 
wnctude in ths section may be made available for public rewew after consderation 
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Confidential Section 
|. FINANCIAL HISTORY AND CONDITION 


c MATION WITH REGARD TO WOULD ADVERSELY 
AFFECT ONGO'NG NEGOTIATIONS 


UTLINE SPECIFIC PROGRAMS AND PROTECTIVE DEVICES WHICH ARE TO BE FOLLOWED AND USED (NW COMPLIANCE With PART 
RULES AND REGULATIONS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


LIST ON OETA ANY PLANS OF THE K TO FINANCE THE CONSTRUCTION OF THE BRANCH BUILOING OR OTHER FIKEO ASSETS 
CONNECTION WITH THE SUBJECT PROPOSAL [lf none, se store! 


A. DEPOSIT FIGURES FOR MAIN OFFICE AND ALL EXISTING BRANCHES 
GS 
WAME AND ADDRESS THE AND savin 
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Cantidential Section 
iil. FUTURE EARNINGS PROSPECTS 
ESTIMATED SALARIES, WAGES, AND BENEFITS ON 


LIST OT ME® SUPPORTING NF ORMATION FOR THE COME 460 ERPENSE OE C TIONS MAOE oH THE PUBLIC SECT ON OF THrS APPLICATION 


IV. GENERAL CHARACTER OF THE MANAGEMENT 


MAME AMO ADORESS 


OF F1CE®S OF THE PROPOSED BRANCH WILL MAVE THE FOLL OB NG AUTHOR) TY IN CONNECTION WITH THE GRANTING OF LOANS AND DISCOUNTS 
ANO ExTENONG CREO'T 


OF al SPER VISION AMO CONTRO, @H CH WILE BE EXERCISED BY "HE OFFICIALS OF THE APPLICANT Ganx OVER 
€ 8 ©0560 OR aNcH 


Vv. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 
PRESENT VOLUME OF BUSINESS DERIVED FROm PROPOSEC FRADE AREA | is desenbed in 1 A. of the Public Section 


TOTAL AMOUNT OF LOANS 


FOr” 6210/04 PAGE 12) FORMERLY FORM OSu 





1-495 FORM 6210/05 q 90.13 


{ 90.13. FDIC application to move main office or branch (public 
section) 
(Form 6210/05, formerly Form 85a) 


APPLICATION TO MOVE BY 


Q MAIN OFFICE OR BRANCH Bp 


INFORMATION FOR THE APPLICANT — PUBLIC SECTION 


Schedules or inserts may be attached to this Application whenever the space provided is 
insufficient. Such attached schedules or inserts are a part of this Application. Ali schedules or 
inserts should be on paper the same size as this page. Applications are to be securely bound 


This Application is to be executed in quadruplicate. Three signed Applications are to be 
forwarded to the Regional Director of the Federal Deposit Insurance Corporation Region in 
which the Bank is located and the other Application is to be retained by the Bank 


Requests for clarification as to what information is necessary to complete this Application 
should be directed to the Regional Director of the Federal Deposit insurance Corporation for 
the Region in which the Applicant is located. 


You may provide any information in addition to that requested by the Corporation which, in 
your opinion, might aid in the disposition of your application. However, any such unsolicited 
information will be accepted for consideration with the understanding that it may be made 
public 


FDIC 6210/05 (3 7 





FORM 6210/05 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
APPLICATION TO MOVE MAIN OF FICE OR BRANCH 


MPLATE 


& (Complete 1, 2, and § below! M CE (Complete 1, 3, 4, and 5 below 


1. PRESENT MAIN OF FICE 3. PRESENT BRANCH OFFICE 


2. PROPOSED MAIN OF FICE 4. PROPOSED BRANCH OF FICE 


ntempiated NEW NAME (/! contemplated 


STANCE AND DIRECTION FROM 
|PRESENT LOCATION 


but in Sect of the 


w type of business above stated 


i powers of the Subject Branch 


govern appiicat 


ave the pr 


be the 
adequacy ' uw ure earnings pr 
€ and need amu be served by the ba 
the purpose 


wing stateme esent mat t ever ‘ enumerated in Sex 


sb tted pu a oct the Federal Deposit insu 


RESOLUTION OF BOARD OF DIRECTORS (TRUSTEES) OF APPLICANT BANK 


f the Applicant Bank at ng duly called and held o: 


meeting thet app wuld be m n behalf of this bank to the Federal Deposit Insurance 


t ein < pera 


ve ywranch or 


ed at 


THEREFORE Bank are hereby author 


ted nake branch or main office 


the Federal Deposit surance Corporat r ~ ntor mt ' tors enumerated in Sect 


Jepos:t rance Act for the purf t Insurance Corporation t 


g the branch or the 


ded modi fred 


Applicant Bank 


epost ' or gned t 4 the necessary investigation 


f Appicant Bank 


(President or Vice President 





FORM 6210/05 
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Ne 
|. FINANCIAL HISTORY AND CONDITION 
A. STATEMENT OF CONDITION (As of dale of application) 


ASSETS LIABILITIES AND CAPITAL 
DESCRIPTION AMOUNT DESCRIP TION 





Cash and due trom banks Demand deposits 





Securities Savings deposits 


Loans Time deposits 
Bank premises it Total Ce 


Furniture, iixtures, and equipment ortowed mone y 
Other veal estate Other liabilities 
Othet assets 


Reserves for loans 








Totol Liabilities 








Reserves for securities 


[| Total Copital Accounts (Same as Iii) | 
TOTAL LIABILITIES, 
TOTAL ASSETS RESERVES, AND CAPITAL 
B. MAIN OFFICE AND EXISTING BRANCHES 


INSTRUCTIONS: List below the name and address of the main office and each existing branch. Include and designate with an 
asterisk any branches which ate approved but not yet im operation 


NAME ADORESS 











C. PREMISES TO BE OCCUPIED AT NEW QUARTERS 


INSTRUCTIONS: Complete all appropriate sections below. Where not applicable insert N. A. ot None. When the disclosure of 
any information may adversely affect ongommg negotiations, include such information in the Confidential Section of this applica- 
tion. Copies of any completed contracts and leases should also be submitted for the confidential use of the Federal Deposit 
Insurance Corporation 


TYPE OF O PaANCy (Check of! which apply to indicete both type of quorters af opening and contemplated permanent querters 


Permanent quarters \eased (Complete 2 ond 3 below! Permanent quarters owned (Complere 2 and 4 below! Temporary quarters (Complere 5 below 
2. DESCRIPTION OF PREMISES 


NO. OF STORIES NO. PARKING § s 0. TELLER S STATIONS 


DING INTERIOR (Mention al! employee focilities and size of lobby oreo 


3. PREMISES LEASED 


D DESCRIPTION OF LEASEHOLD IMPROVEMENTS 


ANNUAL AMORTIZATION 


RENEWAL OPTIONS 


———— —————_——————————————————— —— 
621 (PAGE 1) 
FORMERLY FORM 85a 





FORM 6210/05 
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Public Section 


|. FINANCIAL HISTORY AMD CONDITION (Continued) 


Mi BE OCCUPIED AT NEW QUARTERS (Continued) 
4. PREMISES OWNED 
EXISTING STRUCTURE 
z STRUCTED JEST. USEFUL LIFE -_ TO BANK 





| 


COST ANO DESCRIPTION OF NECESSARY REPAIRS AND ALTERATIONS 


ASSESSED VALUATION INSURANCE TO BE CARRIED een ANNUAL DEPRECIATION 


PROPOSED STRUCTURE 
NAME OF SELLER OF LoT COST OF LOT TO BANK ICOST OF CONSTRUCTION 


ESTIMATED ASSESSED VALUATION on TO BE CARRIED ESTIMATED ANNUAL DEPRECIATION 


' 
ee 


5. “EMPORAPY QUARTERS 


COST OR MONTHLY RENTAL 


LOCATION (Include distence ond direction from permanent querters) 


OESCRIPTION 


D. PR ED INVESTMENT IN AND RENTAL OF FURNITURE, FIXTURES A IPMENT 
INSTRUCTIONS: Complete all applicable items in the tollowing table in as much detail as possible. Precede all estimates with 
an asterisk. Copies of any contracts and leases which have been completed should be available for review by the investigating 


examinet 
vem AOTAL| TOTAL COST| ANNUAL RENTAL 
(1 owned) (i leesed) 


Vault Door 








Vault Ventilator 

Sale 

Grill Work, Tellers Chests, etc 
Sale Deposit Boxes 








Drive-In Tellers Windows 
Night Depository 

Counter and Gate Fixtures 
Posting Machines 

Tellers Machines 

Proof Machines 

Adding Machine s 

Type writers 











Mictoliimer 





Checkwriter 


Cancelling Machine 





Data Processing ot Automatic Data Processing Equipment 





Chaus 


Filing Cabinets 





Ledger Stands 
Carpeting 


Draperies 


Heating System 





Au Conditioning System 
Othet (Specify 





TOTALS 


ANNUAL OEPRE 


OF ADP InVEN TORY 


Forc 6 
FORMERLY FORM 65a 
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[Page 5] 
Publi Section 
|. FINANCIAL HISTORY AND CONDITION (Continved) 
. RELATIONSHIPS AND ASSOCIATIONS WITH BANK 


ARE ANY OF SELLERS OR LESSORS OF LAND, BUILDINGS, OR EQUIPMENT LISTED ABOVE OTHERWISE DIRECTL 
ASSOCIATED WITH THIS APPLICATION? (If Yes,’’ complete the following toble.) 





RELATIONSHIP OR F garwerebh 
MAINE OF SELLER OR LESSOR (Specity Director, OFF 


Designate ony busi 








IMPORTANT: The Bank will comply with Port 326 of the Rules ond Regulations of the Federal Deposit Insurance Corporation 
Outline specific programs and protective devices in the Contidential Section of this application 


il. ADEQUACY OF THE CAPITAL STRUCTURF 


A. CAPITAL STRUCTURE (As of date of applwation 


| PAR VALUE INTEREST ; 
DESCRIPTION NO. OF SHARES PER SHARE RATE DATE OVE TOTAL AMOUNT 


Capital notes or debentures LILLIA LLL 
Se 





Preferred capital 
Common capital 


a 1 1,1/ 
Surplus ae LILA LALLA 
Undivided profits LEN LL ETL 
WME LM 





Other segregations 





TOTAL CAPITAL ACCOUNTS (Should agree with 1.A 





THE CAPITAL STRUCTURE OF THE APPLICANT BANK WILL BE INCREASED PRIOR TO THE ESTABLISHMENT OF THE PROPOSED RELOCATION IN 
THE FOLLOWING MANNER 


B. MINIMUM STATE LAW CAPITAL RE 


LIST BELOW THE MINIMUM CAPITAL REQUIREMENTS OF STATE LAW RELATIVE TO THE OPERATION OF THE APPLICANT BANK AND SUBJECT 
OFFICE 


C. ESTIMATED DEPOSIT GROWTH FOR THE SUBJECT OFFICE 
ESTIMATED VOLUME AT END OF 


TYPE OF DEPOSIT 
Third \ ear 








Time and Savings Deposits 


TOTAL DEPOSITS 


THE ABOVE ESTIMATES ARE BASED ON THE FOLLOWING DATA AND ASSUMPTIONS 


IMPORTANT: The Bank will at all times maimtam adequate total capital accounts im relation to the true value of + tal assets, 
iil. FUTURE EARNINGS PROSPECTS 


MOTE: Please submit herewtth a copy of the bank's Report of Income, Form 73, for the last calendar yea 
A. ESTIMATED CHANGES IN OCCUPANCY EXPENSES RESULTING FROM THE PROPOSED MOVE 
Include only those changes which are applicable to the subject relocation 
TYPE OF OCCUPANCY EXPENSE PRESENT COST PROPOSED COST 





Kent 

Depreciation 

Heat, light, and power 

Maintenance (Including janitor's salary) 


nsurance 





Taxes on real estate 
Other occupancy Costs 

Total Occuponc 
Less: Rental mcome anticipated 


NET OCCUPANCY EXPENSE 


THE AFORESIGNED IS OF THE OPINION THAT the operation of the subject Mam Office or Branch at the proposed location will 
not adversely affect the Bank's earnings position 


FOIC 6210/05 (PAGE 5) 
FORMERLY FORM 654 
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IV. GENERAL CHARACTER OF THE MANAGEMENT 


C. DIRECTORS ANC NON-DIRECTOR SENIOR OFFICERS (1.15! alphabets ally 
OCCUPATION 



























































IMPORTANT: The applicant bank will at all times maintain sufficient surety bond coverage on its active officers and employees 
t nform with generally accepted banking practice and will at all times mamta excess employee dishonesty coverage m the 
amount of $1,000,000 or more 

_- OS eS 
Fo 6210/05 (Pace 6) 

FORMERLY FORM 854 
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Public Section 


V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 
INSTRUCTIONS 


This information must be completed in detail only if the distance to be moved is in excess ot 500 yards trom 
the present location. However, general intormation should be supplied under V.A.. Description of the Area to be Served, and 
V.B.2., Competition 


Include a map of the area pinpointing the present location, proposed site and the location of offices of the 
competing banks 





THE AFORESIGNED IS OF THE OPINION THAT the interests of the residents of the trade area of the Main Office or Branch 


would be served by the proposed relocation. Data te 


support this opimon 1s presented below and in other information submitted 


A. DESCRIPTION OF THE AREA TO BE SERVED 


5 SERVED FROM THE PRESENT LOCATION [Include the geographic boundories within which ol! or most of the 
vibe in detail ony changes in the trode 10 be served wit of the proposed re 


bork 5 customers reside. Also dé 


B. ECONOMIC ANO DEMOGRAPHIC DATA 
DESCRIGE THE ECONOMIC CHARACTERISTICS OF THE TRADE TERRITORY SPECIFIED 
trial dete. A nclude intormetion covering, but net limited te populetion 
@ minimum should cover the most recent S-yeer period. 


VE (include monvlecturing 
income construction ectivity, ond i! and whol 


NO. OF HOUSING STARTS WITHIN PAST 5 YEARS (Indicate 


. PRINCIPAL BUSINESSES AWD INDUSTRIES OF THE AREA 


~ en oP APPROKIMATE 
oF come r >F Busi ANNUAL ANNUAL SALES 
NAME OF ANY YPE OF BUSINESS EuPLovess mee 


FOIC 6210/05 (PAGE 7) 
FORMERLY FORM 85a 
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V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED (Continued) 
B. ECONOMIC AND DEMOGRAPHIC DATA (Continued) 
2. COMPETITION 


INSTRUCTIONS: List al! banks and branches now serving the trade area defined in V_A. !f none, list the nearest bank in each 
direction within a radius of 25 miles of the proposed site 


Posit DATE OF LATEST] OFT 
NAME OF BANK LOCATION (City ond State! on Sats STATEMENT oe rancs 
. 





Vi. CONSISTENCY OF CORPORATE POWERS 


NLY SUCH CORPORATE POWERS AS ARE GRANTED TO & STATE BANKING CORPORATION UNDER THE FOLLOWING PROV 
aw 


[ not. except as 


THE AFORESIGNED AGREES THAT the bank a member of th deral Deposit Insuran rporation, wil 
neidental to the usual functions of a bank, guar ¢ mortgag mortgage or other participat tuficates; or real estate land 
titles or obligate itself under any contract 

FOIC 6210/05 (PAGE 8 

FORMERLY FORM 85a 





I-503 


FORM 6210/05 q 90.14 


{ 90.14. FDIC application to move main office or branch (con- 


fidential section) 
(Form 6210/05, formerly Form 85a, continued) 


[Page 9] 


APPLICATION TO MOVE Bp 


] MAIN OFFICE OR BRANCH BS 


INFORMATION FOR THE APPLICANT — CONFIDENTIAL SECTION 


In preparing your application, keep in mind that the Federal Deposit Insurance Corporation deems 
that public policy warrants making all information submitted in connection with your application 
available for public review unless it is confidential in nature and it qualifies for exemption under 
the provisions of the Freedom of information Act (5 U.S.C. Section 552). The Corporation has 
determined that the following application information is likely to be of such confidential nature 


meeting any of the three following exempt categories 


1. Trade secrets and commercial or financial information obtained from a person and 
privileged or confidential (5 U.S.C. Section 552(b)(4)) 


2. Personnel and medical files and similar files the disclosure of which would 
constitute a clearly unwarranted invasion of personal privacy (5 U.S.C. Section 
552(b)(6)) 


3. information contained in the application form which is in the nature of 


examination report information (5 U.S.C. Section 552(b)(8)) 


However, the determination of the question of confidentiality and the discretion to release 


information which is exempt resides with the Corporation and the specific 
review in the sole discretion of the 


information you 
include in this section may be made available for public 


Corporation 


F DIC 6210/05 (PAGE NINE) Formerty Form 854 
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Confidential Section 


|. FINANCIAL HISTOPY AND CONDITION 


OUTLINE BELOW INFORMATION WITH REGARD TO FIXED ASSETS WHICH YOU BELIEVE, IF DISCLOSED TO THE PUBLIC, WOULD ADOVERSELY 
AFFECT ONGOING NEGOTIATIONS 


ROGRAMS AND PROTECTIVE DEVICES WHICH ARE TO BE FOLLOWED AND USED IN PLIANCE With PART 326 OF THE 
ONS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


LIST NW DETAIL ANY PLANS OF THE BANK TO FINANCE CONSTRUCTION OF THE NEW BUILO'NG OR OTHER FIXED ASSETS IN CONNECTION W 
THE SUBJECT “ROPOSAL (If mene, se stete! 


A. DEPOSIT FIGURES FOR MAIN OF FICE AND ALL EXISTING BRANCHES 


TIME AND SAVINGS 
MAME AND ADORESS DEMAND DEPOSITS DEPOSITS 





FOIC 6210/08 (PAGE 10 
FORMERLY FORM 854 





I-505 FORM 6210/03 q 90.15 


¢{ 90.15. FDIC application to move main office or branch (mutual 
savings bank) (public section) 
(Form 6210/03, formerly Form 85a-M) 


APPLICATION TO MOVE 


ff \ 
FEDERAL DEPOSIT INSURANCE CORPORATION 
i‘ Z| 


MAIN OFFICE OR BRANCH 
(MUTUAL SAVINGS BANKS) 


INFORMATION FOR THE APPLICANT — PUBLIC SECTION 


1. Schedules or inserts may be attached to this Application whenever the space provided is 
insufficient. Such attached schedules or inserts are a part of this Application. All schedules or 
inserts should be on paper the same size as this page. Applications are to be securely bound 

2. This Application is to be executed in quadruplicate. Three signed Applications are to be 
forwarded to the Regions! Director of the Federal Deposit insurance Corporation Region in 
which the Bank is located and the other Application is to be retained by the Bank 

3. Requests for clarification as to what information is necessary to complete this Application 
should be directed to the Regional Director of the Federal Deposit insurance Corporation for 
the Regon in which the Applicant is located 

4. You may provide any information in addition to thet requested by the Corporation which, in 
your opinion, might sid in the disposition of your application. However, any such unsolicited 
information will be accepted for consideration with the understanding that it may be made 
Public” 


FOIC 6210/63 (3-73) (PAGE ONE) Formerty Form 66am 
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FEDERAL DEPOSIT INSURANCE CORPORATION 
APPLICATION TO MOVE MAIN OFFICE OR BRANCH (Mutual Savi: 


TYPE OF RELOCATION CONTEMPLATED one) 
L_}] MOVE MAIN OF FICE (Complete 1, 2, and 5 below! LJ] MOVE BRANCH OF FICE (Complete |, 3, 4, and 5 below! 


1. PRESENT MAIN OF FICE 3. PRESENT BRANCH OF FICE 
NAME Nami 


STREET AND NO STREET AND NO. 





cry icity 





ATE STATE 21? COO! 


2. PROPOSED MAIN OF FICE 4. PROPOSED BRANCH OF FICE 
NEW NAME (/f contemplated: INEW NAME //! contemplated: 


STREET AND NO 


aw 





‘is Coot 


GiSTANCT AND GIRETTION FROM PRESENT LOCATION AND OIRECTION FROM JOISTANCE ANDO DIRECTION FROM 


OnsTanc 
IMAIN OF FICE PRESENT LOCATION 


TTVPE OF BUSINESS TO BE CONDUCTED (Check afl which apply) 
OC with wertHen TRUST NOR INSURANCE POWERS OD wits insurance euT wiTHOUT TRUST POWERS 
0) wits Trust 8uT WITHOUT INSURANCE POWERS OC wits sors tmust ano INSURANCE POWERS 


it 6 understood that the Board of Directors of the Federal Deposit insurance Corporation im applying the factors set out in Section 6 of the 
Federat Deposit insurance Act to this Application, will consider it only with respect to the general character or type of business above stated 
and that the bank will not engage in any other business without the prior written consent of the Corporation 

The following are citations of State statutory provisions and regulations which govern the mowing, operation. and powers of the Subject Branch 
or the mowing of the Main Office 


We have, in connection with this Application, read the following provisions of the Federal Deposit Insurance Act which govern applications by 
State nonmember banks to establish a branch, namely 

“Sec. 3. (0) The term ‘branch’ includes any branch bank, branch office, branch agency, additional office, or any 

branch place of busness located in any State of the United States or in any Territory of the United States, Puerto Rico 

OF the Virgin Islands at which deposits are recewed or checks paid or money lent 

"Sec. 181d) No State nonmember insured bank (except a Orstrict bank) shal! uniess st shall have the prior written 

consent of the Corporation, Move its main office or any branch from one location to another without such consent 

The factors to be considered in granting or withholding the consent of the Corporation under this subsection shall he 

those enumerated in section 6 of this Act.” 

“Sec. 6. The factors to be considered by the Board of Directors shall be the foliowing The financial history and 

condition of the bank, the adequacy of its capital structure, its future earnings prospects, the general character of its 

management, the convemence and needs of the community to be served by the bank, and whether or not its corporate 

Powers are consistent with the purposes of thus Act.” 
In support of this Application, the following statements, representations, and information upon the several factors enumerated in Section 6 of 
the Federal Depost insurance Act are submitted for the purpose of inducing the Board of Dwectors of the Federal Deposit Insurance 
Corporation to grant its prior written consent to the moving of-the Subject Branch or of the main office 

RESOLUTION OF BOARD OF DIRECTORS (TRUSTEES) OF APPLICANT BANK 

The Board of Directors (Trustees) of the Applicant Bank at a meeting duly called and heid on = - 
adopted the following Resolution TBate 
“WHEREAS, it is the sense of this meeting that application should be made on behalf of ths bank to the Federal Deposit insurance 
Corporation for written consent to move its branch or main office now beng operated at 


> Wiest Address — —————s—i“‘(<(sé;‘i‘ ‘ i <;323 P:*;*” TS 
, imititnw ©  - “Thity o Youn! : TStatel 
on accordance with the provisions of the Federal Deposit Insurance Act 


"NOW, THEREFORE, IT IS RESOLVED, That the President or Vice President and the Castwer or Secretary of thes Bank are hereby authorized 
and dwected to make application on behalf of this Bank to the Federal Deposit Insurance Corporation to move its branh or main office now 
being operated at 


Street Adee! _ o—<_  * a 


to ” seataerioe a - . _ = Siieamtame 
7 [Street Address) Toity or Town Saw 

and to submit to the Federal Deposit Insurance Corporation in connection therewith information on the several factors enumerated in Sectvon 

6 of the Federa! Deposit insurance Act for the purpose of inducing the Board of Directors of the Federal Deposit Insurance Corporation to 

ant its written consent to mowing the branch or the main office as indicated in this Resolution 

The above Resolution has not been rescinded or modified and has been duly entered on the minute book of the Applicant Bank 


it © requested that an Examiner of the Federal Deposit insurance Corporation be assigned to conduct the necessary imvestgation or 
exarmnation 


Date — 





to 








—Thiame and Location of Apphcant Bank) 
(SEAL) OF: om - —EE 
(Pressdent or Vice President) 
Attest 


(Caster or Secretary) 


F ONC 6210/03 (PAGE TWO) Formeriy Form 85 AM 





FORM 6210/03 
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Public Section 
|. FINANCIAL HISTORY AND CONDITION 


ASSETS LIABILITIES AND SURPLUS 
OESCRIPTION OESCRIPTION AMOUNT 
Cash and due from banks 

curities (excluding corporate stocks) 
Corporate stocks Demand deposits 
Real estate loans 
' loans 
Bank premises 
Furnuure. fixtures, and equipment 
Other real estate 


Other assets 


Other habilities 


‘ete! Surplus end Reserves (Same as //A.) 


TOTAL ASSETS TOTAL LIABILITIES AND SURPLUS 


B. MAIN OFFICE AND EXISTING BRAN 


INSTRUCTIONS: List below the name and address of the main office and each existing branch. ‘nclude and designate with an 
asterisk any branches which are approved but not yet im operation 


mAME ADORESS 


C. PREMISES TO BE OCCUPIED AT NEW QUARTERS 


INSTRUCTIONS: Complete all appregsiete sections below. Where not applicable insert N. A. or Nene. When the disclosure of 
any mformation may adversely aflect ongomg negotiations, include such information in the Cenfidentiol Section of this applica- 
tion. Copies of any completed contracts and leases should also be submitted for the confidential use of the Federal Deposit 
Insurance Corporation 


1 TYPE OF OCCUPANCY (Check of! which apply te indicate both type of querters at opening ond contemplated permanent querters.! 


Permanent quarters leased (Complore 2 ond } below! Permasent quarters owned (Complore 2 ond 4 below! T Quarters (C 
2. DESCRIPTION OF PREMISES 


ee ee ‘atlantis go cvateee: eee 


TYPE OF CONSTRUCTION OF BUILDING 
DETAILS OF BUILOING INTERIOR (Mention of! employes fecilities and size of lobby oreo! 


3, PREMISES LEASED 
NAME OF OWNER INSURANCE TO BE CARRIED 
COST AND DESCRIPTION OF LEASEHOLD IMPROVEMENTS ANNUAL RENTAL 


ANNUAL AMORTIZATION 


TERMS OF LEASE 


RENEWAL OPTIONS 


FO C 6219/03 (Pace 8) 
FORMERLY FORM 65 AM 
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1. FINANCIAL HISTORY AND CONDITION (Continued) 
C. PREMISES TO BE OCCUPIED AT NEW QUARTERS (Continue 


4, PREMISES OWNED 
[-) ST US€Fuc ure COST TO Gann 


EXISTING STRUCTURE 


F NECESSARY REPAIRS AND ALTERATIONS 


ASSESSES VaLu ESTIMATED ANNUAL O 


PROPOSED STRUCTURE 
COST OF LOT TO Gann 


ESTIMATED ASSESSED VALUATION MSURANCE TO OE CA ESTIMATED ANNUAL DEPRECIATION 





5. TEMPORARY QUARTERS 


“AME OF OWNE® COST GR MONTHLY MENTAL 


AT ON Include dstence ond direction trom permanent querters) 


D. PROPOSED INV MENT IN Al NTAL URNITUR IxTUR AN IPMENT 


INSTRUCTIONS: Complete all applu able tems in the following table m as much detail as possible. Precede all estamates 
with an asteresk. Copies of any Contracts and leases which have been completed should be available tor review by the mvests 


TOTAL Cos AMMUAL RENTAL 
(1 owned (4 leosed! 


<4ting eNaminet 


Vault 
\au 
Sale 


Gall Work, Letler s Chests. ete 





Sate Deposit Boxes 
Thive-ta Tether s Wendows 
Nacht Pepe stors 
Counter and Gate FT ntures 
ting Mae hanes 
= Var bine > 


Mac hanes 


€ am ellong Mac hune 


*Liectonn Pata Processing of Automatu Data Processing Equipment 
Lesks 


lables 


( hans 





TOTALS 





S EOP Of ADP nveNToR® 
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FINANCIAL HISTORY AND CONDITION (Ceatinved) 
E. RELATIONSHIPS AND ASSOCIATIONS WITH BANK 


assoc aTEeow it THIS #PPLICATION? (Ves 


P RELATIONSHIP OR ASSOCIATION WITH BANK 
MAME OF SELLER OR LESSOR (Specity Trwatee, Officer, 0+ their roletives 
Desgnote any business interests of the storementioned ) 


IMPORTANT: The Sank will comply with Pert 326 of the Rules ond Reguletions of the federal Deposit Insurance Corporation 
Outline specif: programs and protective devices im the Contidentiel Section of this application 


i. ADEQUACY OF THE CAPITAL STRUCTURE 
A. SURPLUS ANC RESEKVES (4s of date of application) 


wennencenadienaad « «<3 
Capital notes on debentures 


Surplus UT TIT 
Undivided prokits LLL oe 
WLLIMMALLLA LLL, 


(thes segregations 


TOTAL SURPLUS ANL RESERVES (Should agree with 1A) 


TE CAPITAL R 
CET StLow tut minimum CAPITAL MEGUIMEMENTS OF STATE LAW RELATIVE TO THE OPERATION OF THE APPLICANT BANK AND 
OFFICE 


C. ESTIMATED DEPOSIT GROWTH FOR TIIE SUBJECT OFFICE 
TYPE OF DEPOSIT ESTMIATED VOLUME AT END OF 
Thiré Year 
Time Geposits 


Savings Leposits 


TOTAL DEPOSITS 


THE ABOVE ESTIMATES ARE BASED ON THE FOLLOWING DATA AND ASSUMPTIONS 


RTANT: The Bank will at all times maintain adequate total surplus accounts m relation to the true value of its total assets. 


i. FUTURE EARNINGS PROSPECTS 


NOTE: Please submit herewith a copy of the bank's Report of 'n ome. Form 73. for the last calendar year 
A. ESTIMA AN IN UP AIICY EXPENS' 
INSTRUCTIONS: Include only those changes which are applicable to the subject relocation 
TYPE OF OCCUPANCY EXPENSE PROPOSED COST 
Rent 
Le prec sation 
Heat. light. and power 
Masntcnan ¢ (inc luding janitor’s salary) 
‘asut am ¢ 
Taxes on teal estate 
cr occupancy Costs 
Total Occupancy Expenses 


Less: Rental mcome anti pated 
NET OCCUPANCY EXPENSE 
THE AFORE SIGNED IS OF THE OPINION THAT the operation 


not adversely affect the Bank's camings positron 


Mam Office or Branch at the proposed location wall 


FOC 6210/03 Pace S$ 
FORMERLY FORM 65 am 
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IV. GENERAL CHARACTER OF THE MANAGEMENT (Continued) 
AN RUSTEE SENIOR OFFICERS (List alphabetically) 





a 








IL 
mi 


tive officers and employees 


x 
r 
. 


IMPORTANT: The applicant bank will at all times maintain sufficient surety bond covera 


rm with generally accepted banking practiwe 


FOC 6210/03 Pace & 
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¥. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED 


INSTRUCTIONS: This information must be completed in detail only if the distance to be moved is in excess of 500 yards from 
the present location. However, general information should be supplied under V.A.. Description of the Area to be Served. and 
V.B.2.. Competition. ‘include a map of the area pinpointing the present location, proposed site, and the location of offices of the 
competing banks 


THE AFORESIGNED IS OF THE OPINION THAT the interests of the residents of the trade area of the Mam Office or Branch 


would be served by the proposed relocation. Data to support this opimon is presented below and m other mformation submitted 
with this application. 


A. DESCRIPTION OF THE AREA TO BE SERVED 


" cl a vi cl ion within which of! ov mmat of the 
benk's customers reside. Also describe in dete!! any changes in the trode eres to be served os 0 result of the proposed relocetion | 


8. ECONOMIC AND DEMOGRAPHIC DATA 


DESCRIBE THE ECONOMIC CHARACTERISTICS OF THE TRADE TERRITORY SPECIFIED ABOVE (include menvlecturing, viturel, end orher indy 
aore inclode intormation covering, but not limited te papuletion, income, constrwetion ectivity, end rete:! end whelese! los. This information, os @ 
minimoem should cove: the most recent $-yea: period ) 


NO OF HOUGING STARTS WITHIN PAST 5S YEARS (indicatr year) 


NAME OF COMPANY ANNUAL SALES 


FO°C 6210/03 (PAGE 7) 
FORMERLY FORM 6S Am 
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Vv. CONVENIENCE AND MEEDS OF THE COMMUNITY TO BE SERVED (Continued) 


IC AND DEMOGRAPHIC DATA (Continued) 
2. COMPETITION 


———————————— eee 
INSTRUCTIONS: List all banks and branches now serving the wade area defined m VA. I none, lest the nearest bank im cach 
direction within a radws of 25 miles of the proposed site 


DATE OF LATEST OnmTance 





Vi. CONSISTENCY OF CORPORATE POWERS 


¥ SUCH CORPORATE POWERS AS ARE GRANTED TO & STATE BANKING CORPORATION UNDER THE FOLLOWING PROWISIO 


THE AFORESIGNED AGREES THAT the bank, while a member 
meidental to the usual functions of a har auar 
utles or obligate ttself under any 


F Orc 6210/03 Pace @ 
FORMERLY FORM BSam 
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€ 90.16. FDIC application to move main office or branch (mutual 
savings bank) (confidential section) 
(Form 6210/03, formerly Form 85a-M, continued) 


[Page 9] 


APPLICATION TO MOVE 


f \ 
FEDERAL DEPOSIT INSURANCE CORPORATION 
i‘ , 


MAIN OFFICE OR BRANCH 


(MUTUAL SAVINGS BANKS) 


INFORMATION FOR THE APPLICANT — CONFIDENTIAL SECTION 


in preparing your application, keep im mind that the Federa! Deposit Insurance Corporation deems 
that public policy warrants making all information submitted in connection with your application 
available for public review uniess it s confidential in nature and it qualifies for exemption under 
the provisions of the Freedom of information Act (5 U.S.C. Section 552). The Corporation has 
determined that the following application information is I:kely to be of such confidential nature 
meeting any of the three following exempt categories 

1. Trade secrets and commercial or financia! information obtained from a person and 
privileged or confidential (5 U.S.C. Section 552(b)(4)) 

2. Personnel and medical files and similar files the disclosure of which would 
constitute @ clearly unwarranted invasion of personal privacy (5 U.S.C. Section 
552(b)(6)) 

3. Information contained in the application form which is in the nature of 
examination report information (5 U.S.C. Section §52(b)(8)) 

However, the determination of the question of confidentiality and the discretion to release 
information -which is exempt resides with the Corporation and the specific information you 
include in this section may be made available for public review in the sole discretion of the 
Corporation 


F OIC 6210/03 (PAGE NINE) Formerty Form BSAM 
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Confidential Section 


|. FINANCIAL HISTORY AND CONDITION 


OUTLINE BELOW INFORMATION BITH REGARD TO FIZEO ASSETS BHICH YOU LOSE0 TOTH PUBLIC BOULD TOvensecy 
AFFECT ONGO'NG NEGOTIATIONS 


UT LINE SPECIFIC PROGRAMS AND PROTECTIVE OEVICES @HICH ARE TO BE FOLLOWED AND USED IN COMPLIANCE WITH 
RULES AND REGULATIONS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


LIST IN OETAIL ANY PLANS OF THE BANK TO FINANCE THE CONSTRUCTION OF THE NEW BUILOING OF OTHER FIXED ASSETS IN CONNECTION 
WITH THE SUBJECT PROPOSAL (If none, 20 state: 


A. DEPOSIT FIGURES FOR MAIN OFFICE AND ALL EXISTING BRANCHES 
BAME AND ADORESS 


FOC 6210/03 (PAGE 10) 
FORMERLY FORM 65am 
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{ 90.31. FDIC application for consent to retirement of common 
stock, preferred stock, capital notes, or capital deben- 


tures 
(Form 100) 


FDIC Porm 100 Revised 61-4) aT 


Application to Federal Deposit Insurance Corporation for Consent to Retirement of 


Stats whether common stock, preferred sock, capual notes or caprial debentures 


I. STATEMENT OF Proposal 
(s) By suthority of the Board of Directors of the . 
(Name of Book (City o Town and Bate) 


application is hereby made to the Federal Deposit Insurance Corporation for ite consent, as required by the Federal Deposit Insurance Act, to 
ret. nent of § par value or principal amount (§ retirable value) of ite outstanding cincieemaniata 
held by 


Funds for eflecting the proposed retirement are represented as follows 


] From Retirement Account 
s From Other Sources 


5 Total 


©) In connection with the proposed retirement, the following steps are contemplated with reference to increasing common stock, making provision 
for future increase of common stock, or making other adjustments affecting the capita! accounts 


The information set forth im this application is certified by the undersigned to be true and correct as shown by the records of the bank. 


IL. CONDENSED STATEMENT OF ASSETS AND LiaBILITIES AS OF DATE OF THIS APPLICATION 


All valuation reserves, depreciation allowances, or unallocated charge-offs are deducted from book value of assets to which they pertain; the 
amounts thereof and the related assets are shown under ‘Memorandum,’ below All income and expense accounts are condensed into undivided 


profits 
ASSETS LiasiLitias awn Capita 


Cash and due from banks Deposits 


U. S. Gov't obligations, Borrowings 
direct and guaranteed 
All other liabilities 
Other secunties 


BTOT. 
Loans and discounts Guecome. 


Bank premises 
Preferred capital 


Furniture and fixtures 
Common stock 


Other real estate 
Surplus 


Tota 


Memorandum 
Reserves deducted above are as lollows 
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II]. Dusrosrrion or Assets CLassirizp Doustrut anp Loss SCHEDULED mv THE Last Rerort or EXAMINATION MaDe 


or Tuis Bank BY FDIC Examiners as oF 
Each item is listed below in the order scheduled in the last Report of Examination The totais of Columns 2 to 6 inclusive equal the total of Column |. 
(1) Amount Amounts Eliminated Since Examination by (6) Amount re 
‘demified «= ——*(2) Payment (@) Charge (4) Credit to dassiied 
@) wes 
Doubtful or o of oF valuation Doubtful or 
Lom ae reserve Lom 





. arrangements have been made 


As to any remaining assets classified Doubtful or Loss in the last FDIC Report of Examination (Column 5 above 


or plans are under way to effect proper disposition as follows 
Note Achon on the appl- 
cohen ah te focthnoned of 
all ems chasm fied Lose are 
charged of ot charm 
diminated prier te date of 
apphcation 


Schedules attached and made a part of this application are as follows 
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FDIC Porm [000 (Revised 61-61 


IV. Securities Ownep as or DaTE OF THIS APPLICATION 
Each issue now owned is listed in the same order in which scheduled in the last FDIC Report of Examination 


Year Par Book 
Description ee . J oe = __value 











FORM 100 
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Totas 
Lem Valuation and Premium Reserves 
Net Book Value of Securities Owned (must 
equal total of security items, Section Il) 
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{ 91. Prefatory note 


In accordance with 12 C.F.R. § 304.2, insured state nonmember banks other 
than district banks are required to file reports of condition, reports of income and 
dividends, and summaries of deposits upon the forms and pursuant to the instruc- 
tions prescribed by the Board of Directors. 

The following forms are provided for this purpose: 


(a) Form 64: Report of Condition (from banks ohter than mutual savings).— 
Form 64 is a report of a standard statement of the Assets and Liabilities of the re- 
porting bank together with additional detailed breakdown of selected items and 
information for assessment purposes. When special circumstances so require, 
additional detail with respect to specific asset or liability items may be required. 
Reports of Condition must be prepared in accordance with the instructions con- 
tained in the booklet entitled “Instructions for the Preparation of Report of Condi- 
tion on Form 64,” copies of which are furnished by the Corporation to all insured 
State nonmember banks (except district banks) and which may be obtained on 
request from the Division of Research. 


(b) Form 64: (Savings): Report of Conditions (from mutual savings banks).— 
Form 64 (Savings) is substantially the same as Form 64 and should be used by 
mutual savings banks. 


(c) Form 73: Report of Income and Dividends (from banks other than mutual 
savings).—Report of Income and Dividends, Form 73, is a report in the form 
of a standard profit and loss statement and a reconciliation of changes in total 
capital accounts during the year. When special circumstances so require additional 
detail with respect to specific income or expense items, charge-offs or recoveries, 
profits on assets sold, or changes in total capital account may be required. Reports 
of Income and Dividends must be prepared in accordance with the instructions 
contained in the booklet entitled “Instructions for the Preparation of Report of 
Income and Dividends on Form 73,” which is furnished by the Corporation to all 
insured State nonmember banks (except district banks) and which may be obtained 
on request from the Division of Research. 


(d) Form 73 (Savings): Report of Income and Dividends (from mutual savings 
banks).—Form 73 (Savings) is substantially the same as Form 73 and should be 
used by mutual savings banks. 


(e) Form 89: Summary of Deposits.—Report of Summary of Deposits is a re- 
port of the number of deposit accounts and the amount of deposits in such accounts 
grouped by size of account and type of deposit. Summary of deposit reports must 
be prepared in accordance with instructions contained in the pamphlet entitled 
“Instructions for Preparation of Form 89,” which is furnished by the Corporation 
to all insured banks and which may be obtained on request from the Division 
of Research. 


Reports of condition—Federal Reserve Board requirement 


The Board of Governors requires that a report of condition be submitted to the 
Federal Reserve Board using Form 20.1, report of condition of state member bank. 
A bank may comply with the publication requirements indicated in 12 C.F.R. 
§ 208.9 by using Form 10Se, the publisher’s copy of the report of condition. This 
form contains the certificate authorized by the Federal Reserve Bank stating that 
the requirements of this section have been met. 

Form 20.4 is provided for the report of condition of a foreign branch of a state 
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member bank. A Report of Income and Dividends of State member banks must be 
submitted each calendar year using Form 20.5. The Board of Governors provides 
Form 20.6 to assist in the preparation of this report. 

A Report of Condition by corporations engaged in foreign banking and financ- 
ing under the Federal Reserve Act and by member banks and U.S. bank holding 
companies for certain foreign subsidiaries may be submitted on Form 20.7. The 
Board of Governors provides Form 20.8 to assist in the preparation of this report. 

Marginal reserve reports are to be submitted on the forms included in this part. 


Reports of condition—requirements of the Comptroller of the Currency 


National banks are required to submit information to the Comptroller by which 
operations, management and solvency of the bank may be evaluated. The forms 
included below cover the wide range of activities subject to this review. 

The Board of Directors provides instruction manuals for the preparation of the 
Report of Condition, explaining Form 64 and for the preparation of the Report 
of Income, explaining Form 73. 


[Note: The FDIC, the Board of Governors of the Federal Reserve System and 


the Comptroller of the Currency have announced a revision of the forms. The 
implementation date for new forms is March 31, 1976.] 


€€ 91.1-91.33. [Reserved]. 


€ 91.34. FDIC application for merger—general information 
(Form CC-7025-11) 


GENERAL INFORMATION 


Caveat: If the proposal involves more than two banks, the applicants should con- 
sult with the Comptroller before filing. 

Procedures to Be Followed: An agreement, in writing, must be executed by a ma- 
jority of the boards of each of the participating banks and filed with the application. 
This agreement must conform to the standards but is not limited to the provisions 
or the langauge of the suggested draft of an “Agreement to Merge” * which accom- 
panies these instructions. The application must be prepared as indicated in these 
instructions and approved by this Office as to form before it is accepted for filing 
and before publication of any of the notices required by statute are begun. After, 
and only after the stockholders of each participating bank have—by a two-thirds 
vote of outstanding shares—ratified the action of their respective boards will the 
Comptroller act on the application. It is strongly urged that this stockholders’ meet- 
ing be recessed subject to call and not adjourned sine die in the event that the action 
of this Office should require further stockholder participation. 

In the event that the Comptroller approves the application, the Charter Bank will 
be notified by telephone or telegraph, and the approval will be confirmed by mail. 


* or “Agreement of Consolidation” or “Agreement to Purchase Assets and to Assume 
Liabilities,” infra. 
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The acquisition may not take place until at least the thirtieth day after approval. The 
Comptroller’s certificate of approval will be prepared and issued at such time there- 
after as the chartered bank makes a request therefor. 


Confidential Material: Any data submitted with the application which the par- 
ticipating banks desire to have considered in confidence should be separately pre- 
pared and designated. The decision as to whether confidential treatment will be 
accorded the material, and therefore the decision as to possible publication of such 
data, must rest in the sole discretion of the Comptroller. 


Legal Opinions—State Banks: If one or more of the participating banks is a state 
bank, the application should be accompanied by a current set of state laws pertaining 
to consolidation, merger and branching and by a statement from counsel to the effect 
that the proposal is not in contravention of the laws of the state in which the state 
bank is organized; and to the further effect that the respective banks have taken 
such prefiling action as is appropriate under the applicable state laws in support of 
the proposal, and will take such further action to consummate the proposal as may be 
required by those laws. 


The Application: The application, infra, is one of the principal documents upon 
which this Office must rely in assessing the reasonableness of the proposed amal- 
gamation. By law, the application is submitted to the Federal Reserve Board, the 
Federal Deposit Insurance Corporation and the Antitrust Division of the Department 
of Justice for their advisory reports on the anticipated competitive effects of the 
proposal. The application is the most important factor in their consideration and 
also weighs heavily in the decision of the Department of Justice whether to bring 
suit under the antitrust law in the event that the proposal is approved by the super- 
visory agency. It is the responsibility of the Comptroller’s Office to see that the 
application contains such facts as will permit a reasoned assessment of the proposed 
amalgamation by the affected agencies, but it is the responsibility of the applicants 
to demonstrate by facts and argument that the proposal will redound to the ultimate 
benefit of the community and/or that the proposal would not occasion substantial 
anticompetitive effects. 

The schedules contained in the form of application, infra, seek information com- 
mon to all applicants and will be answered in the prescribed manner. Since the 
physical situation of each bank differs, the justification for each proposal will vary. 
The economic brief with which each application concludes cannot, therefore, be 
precisely prescribed. We suggest certain subject matters which might be touched 
upon—if they are felt by the applicant to be relevant—but the proponents are not 
limited to these matters. Any accurate representation of fact or point of argument 
which the applicants feel is pertinent may and should be made here. This portion 
of the application should be discursive and not responsive. 


How to File: Thirteen copies of the application, the agreement, schedules and 
economic brief and exhibits filed therewith should be sent to the Office of the Comp- 
troller of the Currency, Washington, D.C., together with a filing fee of $3,000. 
A check in this amount should be made payable to the Comptroller of the Currency. 

Two additional copies of the same material should be filed with the appropriate 
Regional Administrator. 


After the Application Is Filed: After the Comptroller has approved the application 
as to form and accepted it for filing, the participating banks must publish notices 
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of the proposal and of the related stockholders’ meetings. Instructions for com- 
pliance with these requirements, forms of notices and forms of certificates of com- 
pliance will be forwarded to the applicant when the application is accepted for filing. 

National banks, having 500 or more shareholders of record, should consult Part 
11.6 Schedule B, Item 9 of the Regulations, or 12 Code of Federal Regulations 11 
[ 3661.11 et seq.], for requirements of the information to be furnished to the share- 
holders in the solicitation of proxies. Such proxy solicitations must be approved 
by this Office before submission to shareholders. State member banks having 500 
or more shareholders of record, must also comply with Regulation F issued by the 
Federal Reserve Board, with respect to the contents of proxy solicitation materials. 
State nonmember banks, having 500 or more shareholders of record, must also 
comply with Part 335 of the Regulations of the FDIC. If proxies are solicited by a 
state non-member’ uninsured bank or any bank having fewer that 500 shareholders 
of record, it is suggested that, in the prudent discharge of its responsibilities, the 
board of directors of such bank should also comply with the substantive requirements 
of Part 11.6. 

The fact that a proxy statement, form of proxy or other soliciting material has 
been filed with or examined by the Comptroller of the Currency shail not be deemed 
a finding by the Comptroller that such material is accurate or complete or not false 
nor misleading, or that the Comptroller has passed upon the merits of or approved 
any statement contained therein or any matter to be acted upon by security holders. 
No representation contrary to the foregoing shall be made. 


Administrative Action: After the application has been accepted and filed, this 
Office will assign an examiner to conduct a field investigation and to report on the 


proposal. Copies of the application will be sent to the other interested Federal 
agencies. Their reports on the competitive aspects, the field investigation report of 
the examiner and the recommendation of the Regional Administrator, and the reports 
of the interested staff sections of this Office are all considered by the Comptroller 
before a decision is reached. In the event that additional information is needed with 
respect to any matters in connection with the formulation of that decision, the Comp- 
troller reserves the right to make further inquiry of the participating banks. 


Post-Application Requirements: The shareholders’ meetings may not be held until 
the 28th day after the date of the first publication of the notice of meeting. It is called 
for the purpose of considering and determining by vote whether the terms and con- 
ditions of the agreement shall be ratified and confirmed. The affirmative vote of 
at least two-thirds of the outstanding shares of stock of each bank is necessary for 
the ratification of the agreement. If one or more of the banks is a state bank and 
the laws of the state where it is organized require a larger affirmative vote for rati- 
fication of the agreement, such larger affirmative vote of the shareholders of such 
state bank must be obtained. 

This Office is to be informed of the stockholders’ respective resolutions by a Sec- 
retary’s Certificate conforming to the standards of the sample form to be furnished 
the applicant. No decision will be made by this Office on the application until after 
receipt of this certificate. 


Post-Approval Requirements: Assuming that this Office approves the proposal, 
the agreement may not be consummated until the 30th day after the date of that 
approval. After consummation of the agreement, and where appropriate, a continu- 
ing branch approval certificate will be issued covering presently operating units of 
natioral banks and a separate branch certificate will be issued covering the present 
head office of the merging, consolidating or selling bank as applied for in the appli- 
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cation. While no continuing branch approval certificate need be issued to the buying 
bank if the sale proposal is approved, branch certificates covering presently operating 
units of the selling bank as applied for will be issued. Approved but unopened 
branches of national banks will carry over to the resulting bank. In cases involving 
state banks, separate branch certificates approving presently operating units will be 
issued as applied for above, but approved unopened branches of state banks are not 
carried over to the resulting bank. \n cases in the latter category, the resulting bank 
should file an appropriate branch application after the consummation of the proposal, 
if it desires to establish the branches. 

The Comptroller’s certificate of approval will be prepared and issued at such time, 
following the expiration of the 30-day statutory period after approval, as the charter 
bank makes a request therefor. 


Special Assistance: Personnel of the Comptroller’s Office are available at any 
stage of the proceedings to render such assistance as is consistent with our supervisory 
responsibilities. 


SUGGESTIONS FOR PREPARING ECONOMIC BRIEF 


The statutory standard against which the Comptroller’s Office must test each 
proposed amalgamation is set forth in Section 1828(c)5(b) Title 12 of the United 
States Code: 


The responsible agency shall not approve— 

Any . . . proposed merger transaction whose effect in any section of the 
country may be substantially to lessen competition, or to tend to creat a mo- 
nopoly, or which in any other manner would be in restraint of trade, unless it 
finds that the anticompetitive effects of the proposed transaction are clearly 
outweighed in the public interest by the probable effects of the transaction in 
meeting the convenience and needs of the community. 

In every case, the responsible agency shall take into consideration the finan- 
cial and managerial resources and future prospects of the existing and proposed 
institutions, and the convenience and needs of the community to be served. 


In testing antitrust actions brought against proposed bank mergers, the courts are 
instructed to utilize the same standards (1828(c)7(B)). 

The Economic Brief is intended to elicit facts which will enable the Comptroller 
of the Currency, the other Federal bank regulatory agencies and the Department of 
Justice to weigh the application in the light of this statutory criteria. Certain types 
of information must be covered in this brief, while other material may be helpful 
in particular cases. No particular order is prescribed, nor is the data presented neces- 
sarily limited to the subject matters raised. Since these suggestions must relate to 
mergers of banks of all sizes in all parts of the country (no two of which are the 
same), no attempt has been made to make them exhaustive and applicable to all 
situations. 


Competitive Aspects 


Geographic Market: The applicants must determine the section of the country 
within which each of them competes. This is a complex question involving many 
considerations and in its broadest sense involves many differently structured markets 
for different products or services offered by the participating banks. As a guide in 
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arriving at a pragmatic determination of this question we quote the language of the 
Supreme Court in the Philadelphia National Bank case on the point: 


“We recognize that the area in which appellees have their offices does not 
delineate with perfect accuracy an appropriate ‘section of the country’ in which 
to appraise the effect of the merger upon competition. Large borrowers and 
large depositors, the record shows, may find it practical to do a large part of 
their banking business outside their home community; very small borrowers and 
depositors may, as a practical matter, be confined to bank offices in their imme- 
diate neighborhood; and customers of intermediate size, it would appear, deal 
with banks within an area intermediate between these extremes. . . . But that in 
banking the relevant geographical market is a function of each separate cus- 
tomer’s economic scale means simply that a workable compromise must be 
found: some fair intermediate delineation which avoids the indefensible ex- 
tremes of drawing the market either so expansively as to make the effect of the 
merger upon competition seem insignificant, because only the very largest bank 
customers are taken into account in defining the market, or so narrowly as to 
place appellees in different markets because only the smallest customers are 
considered.” 


Maps: Prepare and attach, as part of Appendix A [infra] to this economic brief, 
printed maps of the section of the country, such as state highway maps, AAA maps, 
etc., (but not including hand sketched maps), which clearly show the assigned 
number and location of the listed offices of each competing banking institution. A key 
to office numbers, scale of miles and compass points should be shown on the map. 
Complete Appendix A, infra. 


Economy of Market Area: Describe the economic base of the sections of the 
country in which the participating banks are located, the growth trend thereof, and 
the present economic outlook. (A detailed descriptive statement, is desired—type 
of homes, their value; types of farms, their size and value; industries, types and 
sizes; annual payrolls; retail and wholesale sales. This statement may be supple- 
mented with statistical data where appropriate. ) 


Competing Institutions: Comment upon the extent and intensity of any competi- 
tion in the sections of the country selected for each of the participating banks provided 
by each of the following classes of financial institutions and comment upon the 
increase in the number and size of each of them: 

(a) other commercial banks 

(b) mutual savings banks 

(c) savings and loan associations 

(d) industrial banks 

(e) insurance companies 

(f) credit unions 

(g) sales finance companies 

(h) personal loan companies 

(i) factors 

(j) direct lending agencies of government, and others. 


Public Interest Aspects 


Having discussed the competitive aspects of the proposed amalgamation, appli- 
cants should proceed to discuss the amalgamation as it affects the public interest 
in meeting the convenience of the community to be served. This discussion should 
treat of the financial and managerial resources and future prospects of the existing 
and resulting banks. 
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Financial History and Condition: 


1. Date of primary organization of each participating bank. 
2. In chronological order, with respect to each bank, list the following: 
(a) The date of any merger, consolidation or purchase of assets and as- 
sumption of liabilities during the past five years; 
(b) The names and locations of head offices and branches acquired; 
(c) Total loans and total deposits acquired from each transaction; 
(d) Summarize the reasons for each transaction; and 
(e) If pertinent, the effect each transaction has had upon competition in the 
communities involved (e.g., interest rates, service charges, additional 
services). 


Other Factors Which May Be Relevant: The applicants should discuss any other 
factor which they feel bears on the appropriateness of their proposal. Among them 
might be one or more of the following: 


1. The lending capacity of each of the participating banks in relation to the 
credit needs of the sections of the country in which the participating banks 
are located, and how the lending capacity of the resulting bank will relate 
to those needs, e.g., economic conditions which give rise to a demand for 
larger loans. 

. The types of services not now offered by the participating banks which the 
resulting bank will offer. Indicate the extent to which such services are 
offered by competing banks and the needs for such services. 

. The past history of the applying banks with respect to their growth, the 
extent to which they have served their sections of the country, and their 
alertness in adapting to economic changes. 


. The extent and intensity of any present competition between the participating 
banks in the sections of the country served by each. 

. The number and total dollar amount of loans originated during the preced- 
ing calendar year by the participating banks which were placed or shared 
with any other bank or banks, indicating the total dollar amount of such 
loans retained by the originating bank; and comment on the reasons why 
such placements were made. 


Managerial Resources: 

(a) Tabulate the management of Appendix B, infra. 

(b) Discuss any present or prospective management problems. 

(c) Discuss the adequacy of successor management. 

(d) Describe management training program. 

(e) Discuss staff recruitment, turnover, and employee benefits offered and to 
be offered. 


Future Prospects: Discuss the financial and growth prospects of the applicant banks: 
(a) If the proposal is approved 
(b) If the proposal is not approved. 


Stock Transactions: In a letter to the Comptroller of the Currency accompanying 
the application, list all purchases and sales of stock of the participating banks by 
executive officers and directors of the participating banks, directly or indirectly 
through partnerships, trusts, beneficially owned corporations or dependent members 
of their families, during the two-year period preceding the filing of this application 
giving the date, the number of shares and the price in each transaction. 


Note: Applicant banks should summarize briefly the reasons for the proposal, their 
banking and social service philosophy, and the highlights of their economic 
brief which can be attached to the economic brief as an Introduction or Preface. 





q 91.34 FORM CC-7025-11 1-526 


APPENDIX A—COMMERCIAL BANKS LOCATED IN RELEVANT MARKET AREA(S) 


(Sample Data) 
Name 


Charter of Acquiring Bank: (First National Bank of Any City) 
Other Bank: (First National Bank of Other City) 
Population of Head Description of Population of 
Office City or Town Market Area Market Area 


(124,638) (Any City SMSA) (385,291) 
( 11,418) (Home County) ( 56,972) 


(1) Assign consecutive numbers and provide the following information with respect 
to the charter or purchasing bank and each commercial bank having offices 
within its market area. If the merging, consolidating or selling bank is con- 
ceived to be serving a different area, continue the consecutive numbers—-starting 
with the consolidating, merging or selling bank for the second market area. 


Deposits 
Total 000 
Name & Location Number of Resources Time & 
No. of Bank Offices 000 Demand: Savings: 





(1) (First National Bank (12) (93,419) (39,703) (42,823) 
of Any City) 


Distance in Road Miles 
and Direction from 
Head Office of 
% of Total Loans % of Charter Other 
Total Market 000 Market Bank Bank 





(82,566) (8.62% ) (48,321) (8.97% ) (—) (27 SE) 


(2) Designate branches of each bank referred to in (1) above by assigned num- 
ber and alphabetical branch assignments. Group branches located in same 
community. 

Distance in Road Miles and 


Location of Population of Direction from Head Office of 
Branch(es) Community Charter Bank Other Bank 





(Any City, Ohio) (124,683) (—) (27 SE) 
(Suburbia, Ohio) ( 1,324) (12 NW) (15 SE) 
(Nearville, Ohio) ( 18,965) (4E) (23 S) 
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APPENDIX B—MANAGEMENT OF THE (CHARTER BANK) (MERGING BANK) 


Banking 
Experience 
and 

Name Age Qualifications 


(Gordon Smith) (69) (45 yearsa 
banker) 


(Simpson Brown) (53) (32 Years in 
all phases of 
banking) 


(George White) (71) (23 yearsa 
director of 
banks, and 
savings and 
loans ) 


Major 
Business or 
Professional 
Occupations 


(Chairman of 
the Board, 
First National 
Bank of 

Any City.) 


(President, 
First National 
Bank of 

Any City.) 


(Chairman of 
the Board; 
White 
Publishing 
Co.; 

Any City 
Kilns, Inc.) 


Other Banking Position in 
and Business _Resulting 
Affiliations Bank 


(Director: Any (Director) 
City Savings 

& Loan 

Institution; 

Any City 

Paper Bag 

Mfg. Co.; Puffs 

Cigarette Co.) 


(Director: Any (President) 
City Electric 
Company ) 


(Director: (Director) 
Permanent 
Building & 
Loan Assn.; 
Any City 
Telephone Co.; 
Amalgamated 
Iron and Steel 
Mfg. Co.; 

Any City 
Chamber of 
Commerce. ) 





q 91.35 FORM 102 


€ 91.35. FDIC application for merger 
(Form 102) 


Porm 102 (Merger) 


APPLICATION 
TO THE FEDERAL DEPOSIT INSURANCE CORPORATION 


by 


"Thame of Applicart Bank 
Thddress) 


FOR PRIOR WRITTEN CONSENT TO EFFECT A MERGER Ok CTHER TRANSACTION 

PURSUANT TO SECTION 18(c.) OF THE FEDERAL DEPOSIT INSURANCE ACT, AND 

INCIDENT THERETO, TO ESTABLISH A BRANCH OR BRANCHES UNDER SECTION 18(4) 
OF THE FEDERAL DEPOSIT INSURANCE ACT 


The original and eleven copies of this application and 411 documents, schedules, and 
exhibite are to be filed with the Supervising Examiner of the Federal Deposit Insurance 
Corporation of the District in which the head office of the Applicant Bank is located. 
Inquiries concerning the preparation of the application, schedules, and exhibits should 
be directed to that office. 


The Federal Deposit Insurance Corporation reserves the right to require such eddi- 
tional information as it may deem necessary with respect to any matters in connection 
with thie application, and also the Applicant Bank aay supplement the data asked for, if 
desired. Although final action on an application will not be taken by the Federal Deposit 
Insurance Corporation until the State Banking Authority of the State in which the Applicant 
Bank is located has approved or expressed its intent to approve the proposed transaction, 
the filing of an application need not be delayed awaiting such action by State Authorities. 


The Federal Deposit Insurance Corporation will furnish « form of notice and advise 
the Applicant Bank as to the appropriate intervals for publication of such notice under 
the requirements of Section 1&(c) of the Federal Deposit Insurance Act, as amended. 

(12 USC 1826(c)). This subsection of the Federal Deposit Ineurance Act is printed on 
the following page. 
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Section 13(.:) of the Pederal D sit Insurance Act 


"(c) (1) Except with the prior written approval of the responsible agency, 
which shall in every case referred to in this paragraph be the Corporation, no 
insured bank shall— 

"(A) merge or consolidate with any noninaured bank or institution; 

"(B) assume liebility to pay any Geposits made in, or similar lia- 
bilities of, any noninsured bank or institut’on; 

"(C) transfer assets to any noni:.urea bank or institution in con- 
sideration of the assumption cf liabilities for eny portion of the de- 
posite made in such insured bank. 

"(2) Mo insured benk shal) mersg* cr consolidate with any other insured 
bank or, either directly or indirectiy, requlre the arsets of, or assume 
liability to pay any deposits mece in, iy other (nsured bank except with 
the prior vritten approvs). of the responsibie agency, which shall be— 

"(A) the Comptrolier of ta Currency !f the acquiring, assuming, or 
resulting bank is tc be a national vank or a District bank 

"(B) the Board of Geveroors of the Federal Reserve System if the ac- 
quiring, assuming, or re..lticw bank 1s w be a State member bank (except 
a Dietrict bank); 

"(C) the Corporactc= if the acquiring, assuming, or resulting bank is 
to be @ pommembe: insured bank (except « District oark). 

"(3) Notice of any orcy: ved transaction for vhict. approval is required 

under parnarapn (*) cr (7%) (referred to hereafter in this subsection as « 

‘merger transac*ion') shall unless the respons‘ble agency finds that it 

must act immediate), in order *o prevent the pr-table failure of one of 

the banks imv-!ved, vu publishei— 

"(A) privr to the grer.cing of epprovai of such transaction, 

“(B) is @ form apnreved by the responsible agency, 

"(C) at appropriate intervals during a period at least as long as 
the period allowei for furnishing reports unter pararraph (4) of this 
subsection, and 

"(D) in a newspaper of general circulation in the community or 
communities where the main offices of tiie banks involved are located, 
or, if there is no such newspaper in any such community, then in the 
revspaper of general circulation published nearest thereto. 

"(4) In the interests of uniform standards, before acting on any appli- 
cation for approval of a merger transaction, the responsible agency, unless 
it finds that it must act immediately in order to prevent the probable fail- 
ure of one of the banks involved, shall request reports on the competitive 
factors involved from the Attorney General and the other two banking agencies 
referred to in this subsection. The reports shall be furnished within thirty 
calendar days of the date on which they are’ requested, or within ten calendar 
days of such date if the requesting agency advises the Attorney General and 
the other two banking agencies that an emergency exists requiring expeditious 
action. 

"(5) ‘The responsible agency shall not approve— 

"(A) any proposed merger transaction which would result in « monopoly, 
or which would be in furtherance of any combination or conspiracy to monopolize 
or to attempt to monopolize the business of banking in any part od the United 
States, or 

"(B) any other proposed merger transaction whose effect in any section 
of the country may be substantially to lessen campetition, or to tend to create 
@ monopoly, or whicn in any other manner would be in restraint of trade, un- 
less it finds that the anticompetitive effects of the proposed transaction are 
clearly outweighed in the public interest by the probable effect of the trans- 
action in meeting the convenience ani needs of the community to be served. 

In every case, the responsible agency shall take into consideration the financial 
and managerial resources ani future prospects of the existing and proposed 
institutions, and the convenience and needs of the community to be served. 

"(6) ‘The responsible agency shall immediately notify the Attorney General of 
any approval by it pursuant to this subsection of a proposed merger transaction. 
If the agency has found that it must act immediately to prevent the probable 
failure of one of the banks involved and reports on the competitive factors have 
been dispensed vith, the trancaction may be consummated immediately upon approval 
by the agency. If the agency has advised the Attorney General and the other two 
banking agencies of the existence of an emergency requiring expeditious action 
ani has requested reports on the competitive factore within ten days, the trans- 
action may not be consummated before the fifth calendar day after the date of 
approval by the agency. In all other cases, the transaction may not be consummated 
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before the thirtieth calendar iay after the date of approval by the agency. 

"(7) (A) Any action brough: under the antitrust laws arising out of « 
merger transaction shall be commenced prior to the earliest time under pare- 
graph (6) at which a merger transaction approved under paragraph (5) might be 
consummated. The commencement of such an action shall stay the effectiveness 
of the agency's approval unless the court shall otherwise specifically order. 

In any such action, the court shall review de novo the issues presented. 

"(B) In any judicial proceeding attacking a merger transaction approved 
under paragraph (5) on the ground that the merger transaction alone and of it- 
self constituted « violation of any antitrust laws other than section 2 of the 
Act of July 2, 1890 (section 2 of the Sherman Antitrust Act, 15 U.S.C.2), the 
Standards applied by the court shall be identical with tnose that the banking 
agencies are directed to apply under paragraph (5). 

“(C) Upon the consummation of « merger transactior in compliance with this 
subsection and after the termination of any antitrust litigation commenced with- 
in the period prescribed in this paragraph, or upon the termination of such 
period if no such litigation is commenced therein, the transaction may not there- 
after be attacked in any judicial proceeding on the ground that it alone and of 
iteelf constituted « violation of any antitrust laws other than section 2 of 
the Act of July 2, 1690 (section 2 of the Sherman Antitrust Act, 15 U.S.C. 2), 
but nothing in this subsection shall exempt any bank resulting from « merger 
transaction from complying with the antitrust laws after the consummation of 
such transection. 

"(D) In any action brought under the antitrust laws arising out of « merger 
transaction approved by a Federal supervisory agency pursuant to this subsection, 
such agency, and any State banking supervisory agency having jurisdiction within 
the State involved,may appear as « party of its own motion and as of right, and 
be sented by its counsel. 

"(8) For the purposes of this subsection, the term ‘antitrust laws’ means the 
Act of July 2, 1690 (the Sherman Antitrust Act, 15 U.S.C. 1-7), the Act of Oct- 
ober 15, 1914 (the Clayton Act, 15 U.S.C. 12-27), and any other Acts in pari 
materia. 

"(9) Each of the responsible agencies shall include in ite annual report to 
Congress a description of each merger transaction approved by it during the peri- 
od covered by the report, along with the following information; 

"(A) the name and total resources af each bank involved; 

“(B) whether a report was submitted by the Attorney General under pare- 
graph (4), and, if so, a summary by the Attorney General of the substance of 
such ; and 

"(C) «@ statement by the responsible agency of the basis for its approval.” 
(bd) Section 16 of such Act is further amended by adding at the end thereof the 

following new subsection: 

"(1) (1) No insured State nonmember bank (except a District bank) shall, with- 
out the prior consent of the Corporation, reduce the amount or retire any part of 
ite common or preferred capital stock, or retire any part of ite capital notes or 
debentures. 

"(2) Mo ineured bank shall convert into an insured State bank if its capital 
stock or ite surplus will be less that the captial stock or surplus, respectively, 
of the converting bank at the time of the shareholder's meeting approving such 
conversion, without the prior written consent of— 

“(aS the Comptroller of the Currency if the resulting bank is to be « 
District bank; 

"(B) the Board of Governors of the Federal Reserve System if the resulting 
bank is to be a State member bank (except a District bank); 

"(C) the Corporation ir the resulting bank is to be a State nonmember in- 
eured bank (except a District bank). 

"(3) Without the prior written consent of the Corporation, no insured bank 
shall convert into a noninsured bank or institution. 

"(4) In granting or witholaing consent under this subsection, the responsible 
agency shall consider— 

A) the financial history and condition of the bank, 
3; the adequacy of its capital structure, 

C) ite future earnings prospects, 

D) the general character of its management, 


4 the convenience and needs of the community to ve served, and 


FP) whether or not its corporate powers are consistent with the purposes 
of this Act.” 
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APPLICATION 


~——Tase of Applicant Bank) ~~ —~TSity and State) 
hereby applies to the Federal Deposit Insurance Corporation, pursuant to Section 1&(c) of 


the Federal Deposit Ineurance Act and the attached certified copies of resolutions adopted 
by the Boards of Directors of the participating banks, for prior written consent to: 


Merge with O 
Consolidate with O 
Acquire the assets of O 


Assume liability to pay deposits made in O 


Application is also mede, pursuant to Section 18(4) of the Federal Deposit Insurance 
Act, for written consent to the establishment of branches at the following locations 
Occupied by the head office and branches or to be occupied by approved branches of 


Name and Location of Proposed Branches 


There also are attached, and made « part of this application, a copy of the agreement 
between the participating banks relating to the proposal which provides the basis of this 
application, and supplementary statements, schedules, and exhibits relative to the factors 
Which the Federal Deposit Insurance Corporation and other Federal agencies are required to 
consider under the provisions of the Federal Deposit Insurance Act. 


The Applicant Bank represents that the information contained in this application is 
true and complete to the best of ite kmowledge and belief. 


Executed this sy Of ,19__- 
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Form 102 (Merger) 
GENERAL INFORMATION 


Summarize the reasons and negotiations which led to the filing of this application, 
and explain fully the extent of common ownership or management of the participating banks. 


Has any consideration, monetary or othervise, been paid, given, or offered to any 
stockholder, director, or officer of either of the participating banks as compensation 
or inducement for assistance in consummating the proposed transaction? If so, give full 
details and reasons therefor. 


The desired effective date for the transaction is ~~ = 
(In selecting this date, take into consideration the requirements of Section 18{c) of the 
—- Insurance Act relating to publication of notice of the proposed trans- 
action. 


(1) FINANCIAL HISTORY AND CONDITION 


Information provided by the Applicant should incluie the date of primary organization 
of each participeting bank, and in chronological order with respect to each such bank the 
Gate of any reorganization, merger, consolidation, acquisition of assets, or assumption of 
deposit liabilities occurring during the past ten years, and the name and location of the 
head office and branches, description of area served, type of business conducted, total 
loans, and total deposits of each bank which discontinued operations as « result of such 


transactions. 
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Pro Forma 

Statement 
Other Resulting 
Bank Adjustments Bank 


(In Thousands of Dollars) 
ASEETG 


Cash and due from banks 

U.8. Government obligations - 
Girect and fully guaranteed 

Obligations of States ani 
political subdivisions 

Other securities 

Loans ani Discounts - net 
Valuation reserves deducted 

Bank premises 

Purniture and fixtures 

Other assets 


TOTAL ASSETS 


LIABILITIES 


Demand deposits 
Time and savings deposits 


TOTAL DEPOSITS 


Bille payable 
Other liabilities 


TOTAL LIABILITIES 


CAPITAL ACCOUNTS 
Capitel 
Surplus 
Undivided profits 
Other capital accounts 
TOTAL CAPITAL ACCOUNTS 


TOTAL LIABILITIES AND CAPITAL 
ACCOUNTS 


(Identify adjustments as (a), (db), etc.) 





q 91.35 FORM 102 
Form 102 (Merger) 


ANALYSIS OF LOAN AND DEPOSIT ACCOUNTS 
(Totals to Agree with Statements on Page 5) 


Applicant Bank Other Bank 


(In Thousands of Dollars) 
ANALYSIS OF LOAN ACCOUNT 


Commercial and industriel loans 
Loans to farmers (not on real estate) 
Single payment loans to individuals 


TOTAL 


Loans on farm real estate 

Loans on residential property - FHA and GI 
Loans on residential property - not guaranteed 
Loans on business and other property 


TOTAL 


Loans to brokers and dealers in securities 
Other loans on securities 


TOTAL 


Instalment loans on automobiles 
Instalment loans on consumer goods 
FHA - Title I loans 

Other instalment loans 


TOTAL 
All other loans 


LOANS AND DISCOUNTS - GROSS 
LESS VALUATION RESERVES 


LOANS AND DISCOUNTS - NET 


DEMAND DEPOSITS 


Individuals, partnerships, and corporations (IPC) 
United States Government 

States and political subdivisions 

Banks 

Certified and officers’ checks 

Other demand deposite 


—_- 
——_— 
—_—__—_—_ 
i onmnelineetaiianmtl 
—_—_—_ 
—_—————_ 
iS oenenieneninnieenenal 
eee 
_—_ 
omelet 
oneeeeennnenneiaeetl 
eee 
ee 


TOTAL DEMAND DEPOSITS 


TIME DEPOSITS 


Individuals, pertnerships, and corporations (IPC) 
United States Government 

States and political subdivisions 

Banks 

Other time deposits 


TOTAL TIME DEPOSITS 


TOTAL DEPOSITS 
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Form 102 (Merger) Page 7 


(2) ADEQUACY OF CAPITAL STRUCTURE 


If additional capital is to be supplied as a part of the proposed transaction, full 
details should be furnished including the number of shares to be sold, the selling price 
per share, and to whom warrants to purchase the new shares vill be issued. 


In the opinion of the management of the Applicant Bank this proposal, if approved and 
effected, will result in total deposit liabilities of $ et the end 
of one year, $ at the end of two years, amd § 
at the end of three years. 
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(3) FUTURE EARNINGS PROSPECTS 
Statemente of Current Operating Income and Expense 
The following statements should include actual current operating income and expense 
for the participating banks for the last full calendar year. The estimate for the Result- 
ing Bank should give effect to any anticipated economy in operations or any increase or 
reduction in income or expense which is expected to result from the proposed transaction. 
Estimate First 


= Tvelve Months’ 
Applicant Bank Other Bank Operations of 


Year 19 Year 19 Resulting Bank 


(In Thousands of Dollars) 
Current operating income: 


Interest and dividends on securities 
Interest and discount on loans 


Commissions, fees, and collection, 
exchange, and service charges 


Other current operating income 


GROSS CURRENT OPERATING INCOME 


Current operating expense: 
Salaries, wages, and fees 
Interest on time and savings deposits 
Interest and discount on borrovings 
Taxes (other than on income) 


Recurring depreciation on banking 
house, furniture and fixtures 


Other current operating expense 


TOTAL CURRENT OPERATING EXPENSE 


NET CURRENT OPERATING INCOME 


Net Current Operating Income 
Previous Five Calendar Years 


Applicant Bank Other Bank 
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(4) MANAGEMENT 


List the proposed directors and principal executive officers of the Resulting Bank, 
and under each name furnish pertinent information relating to ing experience and 
qualifications, major business or professional occupation, and other bank and business 
affiliations. 


Par Value of Stock to be 
Name Salery Owned in Resulting Bank 
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Form 102 (Merger) 
(5) CONVENIENCE AND NEEDS OF COMMUNITY 


Population of Head Office (H.0.) 
City or Town Service Area 


Applicant Bank 
Other Bank 
Resulting Bank 


Assign consecutive numbers and provide the following information with respect to the 
head office of B es Applicant Bank, Other Bank, and each other bank competing within the 
“service areas"* of the participating banks. 


Road Miles (M) and 
Direction (D) from 
Total Estimated “IPC”! 5.0. of 
Banking Deposits of #.0. cant Other Bank 
Name and Location of Bank Offices _ Service Ares _ wm BD 


Continue assignment of consecutive numbers and provide the following information with 
respect to each branch office of (a) Applicant Bank and (b) Other Bank, and (c) each 
branch office of each other bank competing within the “service areas” of the participating 
banks. 


Road Miles (mM), 
Eotimated Direction (D) 
Population and Number (N) 


Branch Nearest Listed 
fo. Name ani Location of Bank Service Ares 


and attach « map which shows clearly (a) the approximate geographical limits 
of the “service areas” of each of the participating banks, incluiing the overlapping area 
or areas, if any, (b) the assigned number and location of each office of the participating 
banks, and (c) the assigned number and location of the above listed offices of each other 
bank competing within the service areas of the participating banks. A key to office oum- 
bers, scale of miles, and compass points should be shown on the map. 


l*gervice area” as used herein and epplied to a participating bank, a competing bank, 
or any bead office or branch office means the geographical area from which the bank or the 
office derives 75 per cent or more of its deposits, both demand and time, of individuals, 
partnerships, and corporations. Such deposits are shown in published reports of condition 
of banks and are referred to herein as "IPC" deposits. 
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(5) CONVENIENCE AND NEEDS OF COMMUNITY 
(Continued ) 


If the Applicant Bank or Other Bank has pending applications for approval of branches, 
or has received authority to establish branches vhich are not yet open for business, 
furnish pertinent details. Such branches should be listed and assigned numbers continuing 


the sequence established in the foregoing schedules, and should be shown and appropriately 
identified on the map. 


List the assigned numbers of any branches of the participating banks, including 
branches approved or applied for, which it is planned to discontinue or abandon if the 
proposed transaction is effected, and furnish pertinent details. 


State whether the service erea or areas of the Resulting Bank will be predominately 
agricultural, industriel, residential, or mixed, and describe the growth trend over the 
past ten years and the present economic outlook. (A concise generel statement, rather 
than statistical data, is desired.) 


Discuss the lending power and capacity of cach of the participating banks in relation 
to the credit needs of its service area, and how the lending power and capacity of the 
Resulting Bank will relate to those needs. 


Discuss the types of service which the Resulting Pank will offer which are not now 
offered by the participating banke in their respective service areas, indicating the extent 
to which such services sre offered by other benks competing within such areas. 
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Form 102 (Merger 


(5) “CONVENIENCE AND NEEDS OF COMMUNITY 
(Continued ) 


Discuss the past record of the participating banks with respect to their grovth, 
avareness of their responsibilities to the commmity, and alertness to provide needed 
services. 


Other supporting information relative to the factor of convenience and needs of the 
communities served by the participating banks and to be served by the Resulting Bank is 
as follows: 


(6) CONSISTENCY OF CORPORATE POWERS 


The Applicant Bank is organized pursuant to 
Waive Citation of State statutory provisions) 
There is attached hereto « true copy of the Articles of Incorporation or Association 


of the bank, together with all amendments thereto. (If previously submitted, only sub- 
sequent amendments are to be attached.) 


(7) EFFECT OF PROPOSED TRANGACTION ON COMPETITION 
(Including Any Tendency Toward Monopoly) 


The Applicant Bank is requested to furnish herewith as part of this application the 
following exhibite: 


Exhibit A - Gohedules showing the total "IPC" deposits, both demand and time, and total 
loans and discounts of: 


Applicant Bank, Other Bank, end each other bank competing within 
the service ares or areas of the Applicant Bank; 


Other Bank, Applicant Bank, and each other bank competing within 
the service ares or areas of the Other Bank; 


Resulting Bank end each other bank competing within the service 
ares or areas of the Resulting Bank; 


and showing for each service area the percentages of "IPC" deposits and loans 
end discounts of each bank in relation to the aggregates for that particular 
service ares. 
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(7) EFFECT OF PROPOSED TRANSACTION ON COMPETITION 
(Including Any Tendency Toward Monopoly) 
(Continued ) 


Comment on the extent and intensity of competition in the service areas of the 
Applicant Bank and Other Bank provided by savings and loan associations and 
industriel banks, and furnish a schedule showing the total withdrawable bal- 
@nces and total loans of each such institution operating an office or offices 
within the respective service areas. 


Comment on the extent and intensity of competition in the service areas of the 
Applicant Bank and Other Bank provided by (a) insurance companies, (b) credit 
unions, (c) sales finance companies, (4) personal loan companies, (e) factors, 
(f) direct lending agencies of government, and (g) financial institutions 
located outside such service areas. 


Comment on the extent to which the Applicant Bank and Other Bank have deposit 
@ccounts ard loan accounts of the same individuale, partnerships, and corpo- 
rations, and estimate the aggregate number and dollar amount of such accounts 
in each bank. 


Comment cn the extent to which deposits and loans of the Applicant Bank and 
Other Bank originate in each other's service area or areas. 


Schedule showing the number and total dollar amount of loans originated dur- 
ing the preceding calendar year by (a) Applicant Bank, and (b) Other Bank, 
which were shared or placed with each other or with any other bank or banks, 
indicating the dollar amount of such loans retained by the originating bank 
and comment on the reasons why such placements vere made. 


Schedule showing interest rates and service charges on loans and deposits of 
each of the participating banks, and the proposed interest rates and service 
charges for the Resulting Bank in relation to such rates and charges of other 
competing banks and financial inetitutions. 


Comment on trust department activities of the Applicant Bank and Other Bank, 
the extent to which each bank has trust department business originating in 
the other's service area or areas, and compare the aggregate holdings, in- 
cluding the number of accounts, for each major type of fiduciary or agency 
appointment. (Indicate the bases for assigning book carrying values. ) 


If five per cent or more of the stock of any bank, including the participating 
banks, is owned by any director or officer of the participating banks, or any 
pension or profit sharing trust established or administered by such banks, 
estate the name of the owner, name and location of the bank, and the percentage 
of shares ovned. 


Statement as to whether the Applicant Bank or Other Bank is affiliated with or 
has « stock interest in any other bank, the stock of which is owned by « bank 
holding company as defined in the Bark Holding Company Act of 1956. 


Comment on the over-all effect of the proposed transaction on the competitive 
situation, both with respect to commercial and trust business, in the service 
area or areas of the Resulting Bank, noting both favorable and unfavorable 
considerations, and state whether the field of competition of the Resulting 
Bank will be local, regional, national, or international. 
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€ 91.36. Application to merge, consolidate, or purchase bank 
(Form CC-7025-10) 


Date Filed 





(Charter or Buying Bank) (City) 


(County ) (State ) (Charter No.) 


and 
(Other Bank) (City) 
UNDER THE CHARTER OF 


AND WITH THE TITLE 


PURSUANT TO THE ATTACHED CERTIFIED COPIES OF RESOLU- 
TIONS OF THE BOARDS OF DIRECTORS OF THE ABOVE BANKS, AND 
IN ACCORDANCE WITH THE ATTACHED AGREEMENT, APPLICATION 
IS HEREBY MADE FOR APPROVAL OF THE PROPOSAL AS REQUIRED 
BY THE PROVISIONS OF 12 U.S.C. § 1828(c) ({ 2468(c)) and 12 U.S.C. § 
215; 12 U.S.C. § 215a; or 12 U.S.C. § 181. 


Costs: The applicants have agreed among themselves and it is understood that 
the costs of any necessary examination or investigation resulting from this applica- 
tion will be allocated as follows: 


Other Agreements: In connection with the proposed transaction, has there been 
paid, or is there any commitment, agreement or understanding, oral or written, to 
pay any consideration, fee or commission, monetary or otherwise, including any 
oral or written contracts, contingent or otherwise, to or with any shareholder, direc- 
tor or officer of either bank, or to or with any individual or organization acting as 
broker, finder, negotiator, or in any similar capacity? 


Public Document: It is understood and agreed that this application may be 
made public in a public hearing or otherwise at the discretion of the Comptroller. 


Additional Information: Applicants agree to provide additional information upon 
request of the Comptroller. 


Counsel: In connection with this proposal, the banks have consulted with, relied 
on, or retained the following legal counsel: 


(Name of Counsel) (Title) 


(Address ) (Area Code—Phone) 


Contact Officer: Additional details concerning this proposal may be obtained from 
(Name) (Title) 


(Address ) (Area Code—Phone ) 
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Branches: Branches of the resulting bank to be established in conjunction with 
this proposal (including present Head Office of Merging, Consolidating or Selling 
Bank), for which application is hereby made, are as follows: 


Population 
City, of City, 
Popular _ Exact Street Town or Date Town or 
Name Address Village County State Established Village 


Attachments: Attached and made part of this application are: 
(1) Schedule I—(statement of assets and liabilities). 

(2) Schedule II—(analysis of loan and deposit accounts). 

(3) Schedule 11]—(basis for this proposal). 

(4) Schedule [V—(adjustments). 

(5) Schedule V—(future earnings prospects). 

(6) Draft copy of Agreement to Merge. 

(7) Certified copy of resolution of Board of Directors. 

(8) Economic Brief. 


Attestation: The applicants hereby represent that the information contained in this 
application is true and complete to the best of their knowledge and belief. 





. 
(Charter or Buying Bank) (Authorized Officer) 





(Title) 








— pee ; 
(Other Bank) (Authorized Officer) 





(Title) 


SCHEDULE I 
STATEMENT OF ASSETS AND LIABILITIES 


As of iiss , 19 
(Use current figures as of common date) 
(In Thousands of Dollars) 





Charter or 
ASSETS Buying Bank Other Bank 


Cash, balances with other banks, and cash : a 
items in process of collection 

United States Government obligations, 
direct and guaranteed 








Obligations of States and political 
subdivisions 


Other bonds, notes, and debentures 
(including $ securities of 
Federal agencies and corporations 

not guaranteed by the United States) 
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Charter or 
ASSETS Buying Bank Other Bank 





Corporate stocks (including $____ re 
stock of Federal Reserve bank) 


Loans and discounts (including $____ 
overdrafts ) 


Federal funds sold ——-_-_ 


Direct lease financing ——__ 





Bank premises owned $_____ 
Furniture and Fixtures $__._ 


Real estate owned other than bank premises 


Advances and investments in corporations 
or other entities owning bank premises or 
other real estate 

Customers’ liability to this bank on 
acceptances outstanding 


Other assets 
TOTAL ASSETS 


LIABILITIES 
Demand deposits of individuals, partner- 
ships, and corporations 
Time and savings deposits of individuals, 
partnerships, and corporations 





Deposits of U.S. Government 
(including postal savings) 


Deposits of States and political 
subdivisions 

Deposits of banks 

Certified and officers’ checks, etc. 
TOTAL DEPOSITS 


(a) Total demand deposits 
(b) Total time and savings 
deposits 


Mortgages or other liens, $___ 
on bank premises and $ 
on other real estate 





Rediscounts and other liabilities 
for borrowed money 


Federal funds purchased 





Acceptances executed by or for 
account of this bank and outstanding 


Other liabilities 
TOTAL LIABILITIES 
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Charter or 


VALUATION RESERVES Buying Bank 


Reserve for Loan Losses 


Valuation Reserves on Securities 


Other Bank 





Other Valuation Reserves 








Total Valuation Reserves 


CAPITAL ACCOUNTS 
Debentures 


Preferred stock-par value per share 





$ 
No. shares outstanding 





Common stock-par value per share 
= — 


No. shares authorized _-__-__ 





No. shares unissued 





No. shares outstanding 
No. Shareholders 





Surplus 





Undivided profits 





Reserves 
TOTAL CAPITAL ACCOUNTS 





TOTAL LIABILITIES AND CAPITAL 





ACCOUNTS 


Time certificates of deposit 





outstanding 


SCHEDULE Il 


ANALYSIS OF STATEMENTS OF ASSETS AND LIABILITIES 


(In thousands of dollars) 


Charter or 
LOANS AND DISCOUNTS Buying Bank 


Real estate loans (include all loans accrued 
by real estate, whatever the purpose) : 


(a) Secured by farm land including 
improvements 


(b) Secured by residential properties 
(other than farm) and insured by 


Other Bank 





Federal Housing Administration 


(c) Secured by residential properties 
(other than farm) and insured or 
guaranteed by Veterans’ Administration 
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Charter or 
LOANS AND DISCOUNTS Buying Bank Other Bank 


(d) Secured by residential properties 
(other than farm) and not insured 
or guaranteed by FHA or VA 


(e) Secured by nonfarm nonresidential 
properties (e.g., business, 
industrial, hotels, office 
buildings, churches ) 


Loans to financial institutions: 





(a) To domestic commercial and 





foreign banks 


(b) To other financial institutions 
(include loans to sales finance, 
personal finance, insurance and 
mortgage companies, factors, mutual 
savings banks, savings and loan 
associations, Federal lending 
agencies, and all other business and 
personal credit agencies 


Loans for purchasing or carrying securities 
(secured or unsecured) : 





(a) To brokers and dealers in securities 





(b) Other loans for the purpose of 
purchasing or carrying stocks, 
bonds, and other securities 


Loans to farmers, (include secured and 
unsecured loans to farmers, except loans 





secured by real estate above) : 


(a) Loans directly guaranteed by the 
Commodity Credit Corporation and 
certificates of interest representing 





ownership thereof 


Other loans to farmers (include 
loans for household and personal 
expenditures, except loans secured 
by real estate) 





Commercial and industrial loans (include 
all loans for commercial and industrial 
purposes, secured or unsecured, except 
those secured by real estate above) 


Loans to individuals for household, family, 
and other personal expenditures (exclude 
business loans, loans to farmers, and 

loans secured by real estate) : 
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Charter or 
LOANS AND DISCOUNTS Buying Bank Other Bank 


(a) To purchase private passenger 
automobiles on installment 
basis (include purchased paper) 


(b) To purchase other retail consumer 
goods on installment basis 
(include purchased paper) 


(c) Installment loans to repair and 
modernize residential property 





(d) Other installment loans for 
household, family, and other 
personal expenditures 


(e) Single-payment loans for 
household, family, and other 
personal expenditures 





All other loans (including overdrafts). 
(To churches, hospitals, charitable or 
educational institution, etc., not 
secured by real estate) 


Loans and Discounts, Gross 


Less reserve for bad debts, unallocated 
chargeoffs, and other valuation reserves 





Loans and Discounts, Net 


DEMAND DEPOSITS 
Deposits of individuals, partnerships, and 





corporations 


Deposits of United States Government 


Deposits of States and political 
subdivisions 


Deposits of banks 


Certified and officers’ checks, travelers’ 
checks, letters of credit, etc. 


TIME AND SAVINGS DEPOSITS 
Deposits of individuals, partnerships, 
and corporations 


Deposits of United States Government 
$_______., postal savings 
deposits $ 

Deposits of States and political 
subdivisions 

Deposits of banks 

Other Time Deposits 
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SCHEDULE Ill 
BASIS FOR PROPOSAL 


Proposed or 
Charter or Resulting 
Buying Bank Other Bank Combined Bank 
Source of figures ines. el amie 
Date na 4 ae 
Total Deposits _ ee 
Total Loans : 2 Ess 
Total Fixed Assets 
Total Resources 
Number of Shares 
Par Value Per Share 
Last Sale Price 
and Dates 





Capital 
Surplus 
Undivided Profits 
Res. for Conting. 
TOTAL 
% of Total 
Net Adjustments: 
(Schedule attached) 
Estimated fair value 
of assets, over and 
above liability to 
creditors, contributed 
by each bank 4 
% of Total C 100% 
Proposed allotment 
of stock: 
Charter or 
Buying Bank* Other Bank Combined 
Number of Shares 
(or Cash if Purchase 
and Assumption) 
Aggregate Par Value 


% of Total 














Book Value per Share 


Aggregate Book 
Value Gain or Loss 


Per Share Book 
Value Gain or Loss $ $ 

* This column need not be completed if the proposed transaction is a purchase of assets 
and assumption of liabilities for cash. 
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Charter or 
Buying Bank* Other Bank Combined 


Fair Value per Share Daneecee: 


Aggregate Fair 
Value Gain or Loss 
Per Share Fair 
Value Gain or Loss 








Market Value per Share sceiaianiiaecaie 
Estimated 


Aggregate Market 
Value Gain or Loss ‘ = ee oe 
Estimated Estimated 


Market Value per 
Share Gain or Loss =e 
Estimated Estimated 











SCHEDULE IV 


Schedule showing adjustments to book values in determining the estimated fair value 
of excess assets, over and above liability to creditors, of each consolidating, merging 
or selling bank, in support of the proposed allotment of stock of the consolidated 
bank, receiving association or buying bank to the respective groups of shareholders. 


Charter or 
Buying Bank* Other Bank Combined* 


Adjustments 
Additions: 


Reserve for Bad Debts 
Other Free Reserves 
(detail) 
Bond Appreciation 
Banking House 
Furn. & Fixtures 
Other Real Estate 
Good Will 
(indicate basis ) 








° Other: ; 











Total Additions 
* These columns need not be completed if the proposal is a purchase of assets and assump- 
tion of liabilities for cash. 
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Charter or 
Buying Bank* Other Bank Combined 


Deductions: 


Accrued Taxes 
Accrued Interest 

Int. Coll.—not earned 
Provision for dividends 
Bond Depreciation 
Depr. on Bank House 
Depr. on Furn. & Fix. 
Est. Losses—Loans 
Est. Losses—O.R.E. 
Est. Losses—Other 
































** Other: 





Total Deductions 

Net Adjustments 

Nonconforming Assets 
(Attach detailed list) 

Disposition to be made of nonconforming assets: 











If market appreciation or depreciation on bonds and securities is not taken into con- 
sideration in determining fair values above, insert in this schedule estimated appre- 
ciation or depreciation figures in parenthesis. 


SCHEDULE V 


FUTURE EARNINGS PROSPECTS 
(In Thousands of Dollars) 


The following statements should include actual current operating income and expense 
for the participating banks for the last full calendar year. The estimate for the Result- 
ing Bank should reflect any anticipated economy in operations or any reduction or 
increase in income or expense which is expected to result from the proposed trans- 
action. 
Estimate First 
Charter or Twelve Months’ 
Buying Bank Other Bank Operations of 
Year19... Year19. Resulting Bank 
Current operating income: 
Interest and dividends on 
securities 
Interest and discount on loans 
Commissions, fees, and collection, 
exchange, and service charges 
Other current operating income 


GROSS CURRENT 
OPERATING INCOME 




















* These columns need not be completed if the proposal is a purchase of assets and assump- 
tion of liabilities for cash. 
** Describe in detail, using supplemental schedule if necessary. 
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Estimate First 
Charter or Twelve Months’ 
Buying Bank Other Bank Operations of 
Year 19. Year19-— Resulting Bank 
Current operating expense: 
Salaries, wages, and fees 
Interest on time and savings 
deposits 
Interest and discount on 
borrowings 
Taxes (other than on income) 
Recurring depreciation on banking 
house, furniture and fixtures 
Other current operating expenses 


TOTAL CURRENT 
OPERATING EXPENSE 


NET CURRENT 
OPERATING INCOME 




















NET OPERATING INCOME PREVIOUS 
FIVE CALENDAR YEARS 

Merging or Con- 

Year Charter Bank solidating Bank 




















Average 





{ 91.37. Agreement to merge 
(Form CC-7025-15) 


AGREEMENT TO MERGE 


This AGREEMENT made between (hereinafter 
referred to as “ ”), a banking association organized 
under the laws of the , being located at 
County of , in the State of 
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Capital of $.... , divided into ........ Shares of common stock, each of 
Dies . par value, Surplus of $ ., and Undivided Profits, 
including Capital Reserves of $ 
(hereinafter referred to as ‘ ha eee association organized 
under the laws of the United States, being located at . 
of . ...---) in the state of .... Sadie ‘with a Capital of $ 
divided into .................... shares of common ‘stock, each of $......... par value, 
Surplus of ae: ...., and Undivided Profits, including Capital Reserves 
, 19 , each acting pursuant to a 
resolution of its Board of Directors, adopted by the vote of a majority of its directors, 
pusuant to the authority given by and in accordance with the provisions of the Act of 
November 7, 1918, as amended (12 U.S.C., Section 215a), witnesseth as follows: 


Section 1. shall be merged into 
under the charter of the latter, 


Section 2. The name of the Receiving Association (hereinafter referred to as the 
“Association”) shall be “ 


Section 3. The business of the Association shall be that of a national banking 
association. This business shall be conducted by the Association at its main office 
which shall be located at , and at its legally 
established branches. 


Section 4. The amount of capital stock of the Association shall be $ 
divided into .... . shares of common stock, each of $ ..... par value, 
and at the time the merger shall become effective, the Association shall have a 


Surplus of $............ , and Undivided Profits, including Capital 

Reserves, which when combined with the capital and surplus will be equal to the 

combined capital structures of the merging banks as stated in the preamble of 

this agreement, adjusted, however, for normal earnings and expenses between 
, and the effective time of the merger. 


(If there is to be a partial or full cash payout or cash dividend payment made 
to shareholders as a consideration to the proposed merger, then add at the 
close of the foregoing provision—‘“and, for cash payment of $ , ef 
set forth under Section 7 and/or Section 8 of this Agreement’’). 


Section 5. All assets of . vessesss---9 @S they exist at the effective 
time of the merger, shall pass to and vest in the Association without any conveyance 
or other transfer; and the Association shall be responsible for all of the liabilities 
of every kind and description, including liabilities arising out of the operation of a 
Trust Department, of each of the banks existing as of the effective time of the merger. 

A committee of six, three to be appointed by the Board of Directors of each bank, 
at the effective time of the merger shall have satisfied themselves, that the statement 
of condition of each bank as of , fairly presents its financial 
condition and since such date there has been no material adverse change in the 
financial condition or business of either bank. 


Section 6. - ’ .... Shall contribute to the Association acceptable 
assets having a book value, over and above its liability to its creditors, of at least 
$ , and having an estimated fair value, over and above its liability to 
its creditors, of at least $ , or. % of the estimated fair value of 
excess acceptable assets, over and above liabilities to creditors, of the Association, 
adjusted, however, for normal earnings and expenses between 
19 , and the effective time of the merger, for allowance of cash payments, if any, 
permitted under this agreement. 
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The difference between the book value and the estimated fair value of assets to 
be contributed by ..... is made up as follows: 


(Here recite the main items and dollar amounts which make up the difference.) 


At the effective time of the merger ..........-.....<-2.iccscsscenseseoresee shall have on hand 
acceptable assets having a book value of at least $............-....---» over and above its 
liability to its creditors, and having a fair value, over and above its liability to its 
creditors, of at least $............ , OF, ................% of the estimated fair value of 
excess acceptable assets, over and above liabilities to creditors, of the Association, 
adjusted, however, for normal earnings and expenses between +. 
and the effective time of the merger, and for allowance of cash payments, if any, 
permitted under this agreement. 

The difference between the book and fair value of excess acceptable assets, as set 
forth above, is made up as follows: 

(Here recite the main items and dollar amounts which make up the difference. ) 


Section 7. Of the capital stock of the Association, the presently outstanding 
. Shares of common stock of .... . each of $.... par value, 
shall remain outstanding as shares of common stock of the Associa- 
tion, each of $ ra ..... par value, and the holders thereof shall retain their 
present rights therein; and the shareholders of , in exchange for 
the excess acceptable assets contributed by their bank to the Association, shall be 
entitled to receive ........ ; shares of common stock of the Association, each 
of $.................... par value, being % of the total outstanding common stock 
of the Association, to be distributed on the basis of . Shares, each of 
par value, for each share of common stock of ........ , each of 

par value, now held by them. 

(If there is to be a partial cash payout made to shareholders as a consideration 
to the proposed merger, the foregoing provision should be revised accordingly. ) 

(If fractional shares will result from the proposed allocation of common stock 
of the Association, and the Association desires to avoid the issuance of fractional 
shares, the following provision may be made a part of the agreement.) 

No fractional shares shall be issued but each shareholder entitled to a fractional 
share shall receive a scrip certificate, expiring as of a fixed date, in such form as the 
Directors may determine, evidencing the right to such fractional share, and full shares 
shall be issued as hereinafter provided in exchange for the surrender of such scrip 
certificates aggregating a full share or shares. The Association shall enter into an 
agreement with a named trustee and will issue to such trustee a stock certificate 
covering the aggregate of the fractional shares represented by the transferable scrip 
certificates issued and outstanding. Such agreement shall provide that during the life 
of the scrip certificates any individual acquiring a sufficient amount of fractions to 
equal one or more whole shares may exchange same, through the trustee, for stock 
certificates representing whole shares; that after ........... .., the expiration 

(insert date) 

date of such scrip certificates, that portion of stock remaining in the hands of the 
trustee will be disposed of by him under sealed bids; following appropriate public 
notice, or at public auction, to the highest bidder, or in such manner as may be 
determined by the Board of Directors of the Association but at not less than the 
market value on the date of sale; that the proceeds of such sale shall then be dis- 
tributed pro rata to the holders of scrip certificates outstanding and not presented for 
exchange, upon surrender thereof. 


Section 8. Neither of the banks shall declare nor pay any dividend to its share- 
holders between the date of this agreement and time at which the merger shall become 
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effective, nor dispose of any of its assets in any other manner except in the normal 
course of business and for adequate value. (Note any exception in detail) 


Section 9. The present Board of Directors of 
shall continue to serve as the Board of Directors of the Association until the next 
annual meeting or until such time as their successors have been elected and have 


qualified. 


(If any additions or changes are to be made in the present directorate, the pro- 
visions should be revised to read) 


The following named persons shall serve as the Board of Directors of the Asso- 
ciation until the next annual meeting or until such time as their successors have been 
elected and have qualified. 


(Here insert names of directors ) 


Section 10. Effective as of the time this merger shall become effective as speci- 
fied in the “Certificate Approving Merger” to be issued by the Comptroller of the 
Currency, the articles of association of the Association shall read in their entirety 
as follows: 


[The paragraphs marked with an asterisk are optional. Other provisions not 
contrary to law may be added.] 


FIRST. The title of this Association shall be . 


SECOND. The main office of the Association shall be in 
County of State of aiaeteatichiac hae 
business of the Association shall be conducted at its main office and its branches. 


THIRD. The Board of Directors of this Association shall consist of not less than 
five nor more than twenty-five shareholders, the exact number of Directors within 
such minimum and maximum limits to be fixed and determined from time to time 
by resolution of a majority of the full Board of Directors or by resolution of the 
shareholders at any annual or special meeting thereof. Unless otherwise provided 
by the laws of the United States, any vacancy in the Board of Directors for any 
reason, including an increase in the number thereof, may be filled by action of the 
Board of Directors. 


FOURTH. The annual meeting of the shareholders for the election of Directors 
and the transaction of whatever other business may be brought before said meeting 
shall be held at the main office or such other place as the Board of Directors may 
designate, on the day of each year specified therefor in the Bylaws, but if no election 
is held on that day, it may be held on any subsequent day according to the provisions 
of law; and all elections shall be held according to such lawful regulations as may be 
prescribed by the Board of Directors. 

Nominations for election to the Board of Directors may be made by the Board of 
Directors or by any stockholder of any outstanding class of capital stock of the bank 
entitled to vote for election of directors. Nominations, other than those made by or 
on behalf of the existing management of the bank, shall be made in writing and shall 
be delivered or mailed to the President of the bank and to the Comptroller of the 
Currency, Washington, D. C., not less than 14 days nor more than 50 days prior 
to any meeting of stockholders called for the election of directors, provided, however, 
that if less than 21 days’ notice of the meeting is given to shareholders, such nomi- 
nation shall be mailed or delivered to the President of the bank and to the Comp- 
troller of the Currency not later than the close of business on the seventh day 
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following the day on which the notice of meeting was mailed. Such notification shall 
contain the following information to the extent known to the notifying shareholder: 
(a) the name and address of each proposed nominee; (b) the principal occupation 
of each proposed nominee; (c) the total number of shares of capital stock of the 
bank that will be voted for each proposed nominee; (d) the name and residence 
address of the notifying shareholder; and (e) the number of shares of capital stock 
of the Bank owned by the notifying shareholder. Nominations not made in accord- 
ance herewith may, in his discretion, be disregarded by the chairman of the meeting, 
and upon his instructions, the vote tellers may disregard all votes cast for each such 
nominee.* 


FIFTH. The authorized amount of capital stock of this Association shall be 
shares of common stock of the par value of dollars 

) each; but said capital stock may be increased or decreased from 

time to time, in accordance with the provisions of the laws of the United States. 

Instruction: With the prior approval of the Comptroller of the Currency, the 
authorized amount of capital stock may include a number of shares to be held by 
the association as authorized but unissued shares. Authorized but unissued shares 
may be issued from time to time in the discretion of the Board of Directors, with 
the prior approval of the Comptroller of the Currency, for any proper consideration. 

[Use one of the following two paragraphs or insert other lawful provisions as to 
shareholders’ pre-emptive rights. ] 

If the capital stock is increased by the sale of additional shares thereof, each 
shareholder shall be entitled to subscribe for such additional shares in proportion 
to the number of shares of said capital stock owned by him at the time the increase 
is authorized by the shareholders, unless another time subsequent to the date of the 
shareholders’ meetings is specified in a resolution adopted by the shareholders at the 
time the increase is authorized. The Board of Directors shall have the power to 
prescribe a reasonable period of time within which the pre-emptive rights to subscribe 
to the new shares of capital stock must be exercised.* 

No holder of shares of the capital stocks of any class of the corporation shall have 
any pre-emptive or preferential right of subscription to any shares of any class of 
stock of the corporation, whether now or hereafter authorized, or to any obligations 
convertible into stock of the corporation, issued or sold, nor any right of subscription 
to any thereof other than such, if any, as the Board of Directors, in its discretion, 
may from time to time determine and at such price as the Board of Directors may 
from time to time fix. 

The Association, at any time and from time to time, may authorize and issue debt 
obligations, whether or not Subordinated, without the approval of the shareholders. 


SIXTH. The Board of Directors shall appoint one of its members President of 
this Association, who shall be Chairman of the Board, unless the Board appoints 
another director to be the Chairman. The Board of Directors shall have the power 
to appoint one or more Vice Presidents; and to appoint a Cashier and such other 
officers and employees as may be required to transact the business of this Association. 

The Board of Directors shall have the power to define the duties of the officers 
and employees of the Association; to fix the salaries to be paid to them; to dismiss 
them; to require bonds from them and to fix the penalty thereof; to regulate the 
manner in which any increase of the capital of the Association shall be made; to 
manage and administer the business and affairs of the Association; to make all 
Bylaws that it may be lawful for them to make; and generally to do and perform all 
acts that it may be legal for a Board of Directors to do and perform. 


SEVENTH. The Board of Directors shall have the power to change the location 
of the main office to any other place within the limits of 
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the approval of the shareholders but subject to the approval of the Comptroller of 
the Currency; and shall have the power to establish or change the location of any 
branch or branches of the Association to any other location, without the approval 
of the shareholders but subject to the approval of the Comptroller of the Currency. 


EIGHTH. The corporate existence of this Association shall continue until ter- 
minated in accordance with the laws of the United States. 


NINTH. The Board of Directors of this Association, or any three or more share- 
holders owning, in the aggregate, not less than 25 percent of the stock of this Asso- 
ciation, may call a special meeting of shareholders at any time.' Unless otherwise 
provided by the laws of the United States, a notice of the time, place, and purpose 
of every annual and special meeting of the shareholders shall be given by first-class 
mail, postage prepaid, mailed at least ten days prior to the date of such meeting to 
each shareholder of record at his address at shown upon the books of this Association. 


TENTH. Any person, his heirs, executors, or administrators, may be indemnified 
or reimbursed by the Association for reasonable expenses actually incurred in con- 
nection with any action, suit, or proceeding, civil or criminal, to which he or they 
shall be made a party by reason of his being or having been a director, officer, or 
employee of the Association or of any firm, corporation, or organization which he 
served in any such capacity at the request of the Association: Provided, however, 
that no person shall be so indemnified or reimbursed in relation to any matter in 
such action, suit, or proceeding as to which he shall finally be adjudged to have been 
guilty of or liable for gross negligence, willful misconduct of criminal acts in the 
performance of his duties to the Association: And, provided further, that no person 
shall be so indemnified or reimbursed in relation to any matter in such action, suit, or 
proceeding which has been made the subject of a compromise settlement except with 
the approval of a court of competent jurisdiction, or the holders of record of a 
majority of the outstanding shares of the Association, or the Board of Directors, 
acting by vote of directors not parties to the same or substantially the same action, 
suit, or proceeding, constituting a majority of the whole number of directors. The 
foregoing right of indemnification or reimbursement shall not be exclusive of other 
rights to which such person, his heirs, executors, or administrators, may be entitled 
as a matter of law. 

The Association may, upon the affirmative vote of a majority of its Board of 
Directors, purchase insurance for the purpose of indemnifying its director, officers 
and other employees to the extent that such indemnification is allowed in the pre- 
ceding paragraph. Such insurance may, but need not, be for the benefit of all direc- 
tors, officers, or employees. 


ELEVENTH. These Articles of Association may be amended at any regular or 
special meeting of the shareholders by the affirmative vote of the holders of a majority 
of the stock of this Association, unless the vote of the holders of a greater amount 
of stock is required by law, and in that case by the vote of the holders of such greater 
amount. 


Section 11. This agreement may be terminated by the unilateral action of the 
Board of Directors of any participant prior to the approval of the stockholders of 
said participant or by the mutual consent of the Board of all participants after any 
shareholder group has taken affirmative action. Since time is of the essence to this 
agreement, if for any reason the transaction shall not have been consummated by 

, this agreement shall terminate automatically 


1 If this language is not used, alternative procedure for the calling of special meetings 
of shareholders should be provided for. 
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as of that date unless extended, in writing, prior to said date by mutual action of the 
Boards of Directors of the participants. 


Section 12. This agreement shall be ratified and confirmed by the affirmative 
vote of the shareholders of each of the banks owning at least two-thirds of its capital 
stock outstanding, at a meeting to be held on the call of the Directors; and the merger 
shall become effective at the time specified in a certificate to be issued by the Comp- 
troller of the Cvrrency of the United States, under the seal of his office, approving 
the merger. (If one of the merging banks is a state bank and the laws of that State 
require a larger affirma‘ive vote for ratification such larger affirmative vote shall be 
obtained. ) 


WITNESS the signatures and seals of said merging banks this 
day of ~. See each hereunto set by its President or a Vice 
President and attested by its Cashier or .............2022.20222202200-20-- , pursuant to a reso- 
lution of its Board of Directors, acting by a majority thereof, and witness the signa- 
tures hereto of a majority of each of said Boards of Directors. 


Attest: National Bank 


Cashier 


(Seal of Bank) 
Attest: 


Cashier 


(Seal of Bank) 


STATE OF ; 
< ) g SR GREE ee se ; 


Notary Public for State and County aforesaid, personally came 


as President, and 1 fall I oo Se 
and each in his said capacity acknowledged the foregoing instrument to be the act and 
deed of said association and the seal affixed thereto to be its seal; and came also 
being a majority of the Board of Directors of said association, and each of them 
acknowledged said instrument to be the act and deed of said association and of 
himself as a director thereof. 


WITNESS my official seal and signature this day and year aforesaid. 


(Seal of Notary) hl , See County. 
My commission expires ..................---.+---0+--++ 


STATE OF 
COUNTY OF 


, before me, a 
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Notary Public for the State and County aforesaid, personally came 

as President, and , and each 

in his said capacity acknowledged the foregoing instrument to be the act and deed 
: and the seal affixed thereto to be its seal; and 

came also 


being a majority of the Board of Directors of said 
and each of them acknowledged said instrument to be the act and deed of said 
and of himself as a director thereof. 


(Seal of Notary) eS County. 
My commission expires 


€ 91.38. Purchase agreement 
(Form CC-7025-18) 


MADE and entered into this .... 
by and between ee eS - national banking association 
organized and existing under the laws of the United States, — its principal office 
and place of business im ......................-.-.-.9 .-.- veseseseseeeeeeeeeey (hereinafter called 


and 


, a national bank association organized and 
existing under the laws of the United States, ints its principal office and place of 
business in the City of . etishaonng ebocaaies ......, (hereinafter called 

“Purchaser” ). 

WHEREAS, Seller intends to cease the transaction of the business for which it 
was organized and thereafter proceed with the voluntary liquidation of its assets, and 
dissolution; and 

WHEREAS, upon obtaining the requisite approval to this contemplated action 
by the Shareholders of Seller, Seller will dispose of all of its assets and will provide 
for the payment of all of its outstanding obligations and liabilities and will distribute 
the overplus to its Shareholders; and 

WHEREAS, Purchaser is willing to enter into an agreement with Seller to assume 
and agree to pay and discharge the deposit and all of the other obligations and lia- 
bilities of Seller (other than its liability to its shareholders as such), and to purchase 
all of the assets of Seller for a price which will give to each Shareholder of Seller 

..... for each share held; 

NOW, THEREFORE, THIS AGREEMENT WITNESSETH: In consideration 
of the premises and of the mutual covenants and agreements hereinafter set forth, 
the parties hereto, intending to be legally bound hereby, covenant and agree, each 
with the other, as follows: 


FIRST: On the closing date, Purchaser hereby assumes, and agrees to pay and 
discharge as and when due and payable, the deposit and all other liabilities and 
obligations of Seller as such liabilities and obligations may exist (other than its lia- 
bility to its shareholders as such). 


SECOND: On the closing date, Seller agrees to sell and transfer, and Purchaser 
agrees to purchase, all of the assets of Seller of every kind and nature whatsoever, 
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real, personal or mixed, tangible or intangible, for a total price equal to the amount 
of the deposit and other liabilities and obligations of Seller assumed by Purchaser, 


The purchase price to be paid by Purchaser for the respective assets shall be 
determined in the manner set forth in Exhibit A, annexed hereto, and made part of 
this Agreement. 


THIRD: On the closing date, Purchaser will pay the purchase price of the assets 
of Seller to be purchased by it as aforesaid by offsetting against such purchase price 
the total amount of deposit and other obligations and liabilities of Seller assumed by 
it, and by paying the balance of $ in cash or by cashier’s check of 
Purchaser. 


FOURTH: On the closing date Seller will: 


(1) Deliver to Purchaser such of the assets purchased as shall be capable of 
physical delivery; 


(2) Execute, acknowledge and deliver to Purchaser all such endorsements, as- 
signments, bills of sale, deeds and other instruments of conveyance, assignment and 
transfer as shall be reasonably necessary or advisable, in the opinion of counsel for 
Purchaser, to consummate the sale and transfer of the purchased assets to Purchaser; 


(3) If requested by Purchaser, assign and deliver by proper endorsement, any 
and all insurance policies, whether fire, life, fidelity or otherwise, previously taken 
out by Seller for its own protection so that Purchaser, after the closing date, may be 
protected to the satisfaction of its counsel; 


(4) Assign and deliver to Purchaser all real estate leases then in force and all 
leases and agreements with respect to its safe deposit boxes, which Purchaser agrees 
to take over and perform; 


(5) Assign and deliver to Purchaser all collateral security of any nature what- 
ever held by Seller as collateral security for any indebtedness owing to Seller; 


(6) All books, records and accounts, including tax returns shall be delivered to 
and become the property of Purchaser, and will be available at all times to the 
Liquidating Agents of Seller. 


FIFTH: On and after the closing date Seller agrees to give such further assurances 
and to execute, acknowledge and deliver such bills of sale, deeds, acknowledgements 
and other instruments of conveyance and transfer as in the judgment of Purchaser 
shall be necessary and appropriate effectively to vest in Purchaser the full legal and 
equitable title to all assets of Seller, free and clear of all liens and encumbrances. 


SIXTH: Seller warrants, covenants and agrees that its condition as of the close 
of business on the closing date will not change materially from its condition as of the 
date of this Agreement and that there are no actions, suits or proceedings pending, 
or to the knowledge of Seller threatened against or affecting Seller which involve the 
likelihood of any judgment or liability which may cause any materially adverse change 
in the business, properties or assets of Seller and that with respect to all mortgages 
and loans and discounts the amounts due and owing thereon as shown by the books 
of Seller are correct. 


SEVENTH: Purchaser agrees to pay for all expenses and costs in connection with 
the carrying out of this Agreement and the liquidation and dissolution of Seller, 
provided, however, that all such expenses and costs shall be approved by Purchaser 
prior to their being incurred by Seller or by its liquidating committee. 
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EIGHTH: Seller agrees that immediately after the closing date it will proceed to 
complete its liquidation by distributing its assets and thereupon dissolve. 


NINTH: Seller agrees that it will enter into an agreement with a liquidating agent 
or agents, to be elected by the shareholders providing that such liquidating agent or 
agents shall receive no compensation for their services in liquidating the assets of 
Seller, distributing such assets to the shareholders, and proceeding to dissolution. 


TENTH: The closing date shall be the close of business of the day on which Seller 
shall cease to do business preparatory to its liquidition and dissolution, such date 
to be fixed by the shareholders of Seller. 


ELEVENTH: This agreement is subject to the approval of the Plan of Voluntary 
Dissolution and Complete Liquidation of Seller by a vote of two-thirds (2/3rds) 
of its stockholders, and is further subject to approval by the Comptroller of Currency 
and his consent to the establishment and operation by Purchaser of a branch bank 
at the present location of Seller. 


TWELFTH: Seller does hereby constitute and appoint 
attorney, respectively, to acknowledge the foregoing agreement before any officer 
authorized to take such acknowledgments. 


THIRTEENTH: This agreement shall enure to the benefit of the parties hereto, 
their successors and assigns. 


ATTEST: NATIONAL BANK 


Cashier . President 


ATTEST: NATIONAL BANK 


Cashier 


COMMONWEALTH OF 
COUNTY OF 


I HEREBY CERTIFY that on this .... 
, before me, the subscriber, a Notary Public in and for the County of 
and Commonwealth of . personally 
, the attorney named in the foregoing agreement, and 
by virtue and in pursuance of the authority therein conferred upon him, acknowl- 
edged said Agreement to be the act and deed of the said . 
and desired that the same might be recorded as such. 
WITNESS my hand and Notarial seal the day and year aforesaid. 


COMMONWEALTH OF 
COUNTY OF 


I HEREBY CERTIFY that on this ... 
, before me, the subscriber, a Notary Public in and for the County of 
and Commonwealth of ............ , personally 
, the attorney named in the foregoing agreement, and 
by virtue and in pursuance of the authority therein conferred upon him, acknowl- 
edged said Agreement to be the act and deed of the said _........ 
and desired that the same might be recorded as such. 
WITNESS my hand and Notarial seal the day and year aforesaid. 
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{ 91.39. Notice of proposed (use appropriate term) bank mer- 
ger, bank consolidation, acquisition of bank assets, and 
assumption of liabilities 
(Form CC-7025-05) 


Notice is hereby given that application has been made to the Comptroller of the 
Currency, Washington, D.C. 20220 for his consent to a (an) 


(city or town) . (state) 


It is contemplated that all offices of the above-named banks will continue to be 
operated with the exception of 


(identity and location of each office) 


This notice is published pursuant to section 18(c) of the Federal Deposit Insur- 
ance Act. 


(date) 


INSTRUCTIONS 


(1) Notice must be published in a newspaper of general circulation in the com- 
munity in which the main office of each of the banks involved in the transaction is 
located at least once each week on the same day for five consecutive weeks and, 
when published in a daily newspaper, one additional publication on the 30th day 
from the date of first publication. 

(2) All notices should be published in the joint names of all banks involved in the 
transaction. 

(3) Care should be exercised to see that the proper term applying to the proposed 
transaction is used in the notice, that is, “merger,” “consolidation,” or “Acquisition 
of assets and assumption of liabilities.” 

(4) When the banks are located in non-branch states, the second sentence of the 
form of notice should be deleted. 
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€ 91.40. FRB ruling; terme defining competitive effects of pro- 
posed mergers 


The Board has developed and used for some time certain terms to describe the 
competitive effect of the proposed mergers in reports on competitive factors requested 
of the Board by the Comptroller of the Currency and the Federal Deposit Insurance 
Corporation under the Bank Merger Act (12 U.S.C. § 1828(c)). Under the Act, 
a Federal banking agency receiving a merger application must request the views of 
the other two Federal banking agencies and the Department of Justice on the com- 
petitive factors involved. The terms and definitions are as follows: 


(a) The term “monopoly” is used to indicate the Board’s view that the proposed 
transactions must be disapproved in accordance with paragraph (5) (A) of section 
1828(c) of 12 U.S.C. 


(b) The term “substantially adverse” is used to indicate the Board’s view that 
the proposed transaction would have such actual or potential anticompetitive effects 
as to forbid approval unless “clearly outweighed” as specified in paragraph (5) (B) 
of section 1828(c) of 12 U.S.C. 


(c) The term “adverse” is used to indicate the Board’s view that in appraising 
the public interest to determine whether the proposal should be approved or disap- 
proved, the actual or potential adverse anticompetitive effects thereof would be such 
as to necessitate definite consideration as one of the factors covered in the last sen- 
tence of paragraph (5) of section 1828(c) of 12 U.S.C. 


(d) The term “slightly adverse” is used to indicate the Board’s view that the actual 
or potential anticompetitive effect of the transaction would be of little importance. 


(e) The term “no adverse competitive effects” is used to indicate the Board’s view 
that the situation with respect to actual or potential anticompetitive effects need not 
weigh against the application. (1969 Federal Reserve Bulletin, page 610.) 


€ 91.41. Reports of change in control of bank management inci- 
dent to a merger and involving state member banks 


A State member bank has inquired whether Public Law 88-593 (12 U.S.C. § 
1817(j)) requires reports of change in control of bank management in situations 
where the change occurs as an incident to a merger. 

Under the Bank Merger Act of 1960 (12 U.S.C. § 1828(c)) no bank with Federal 
deposit insurance may merge or consolidate with, or acquire the assets of, or assume 
the liability to pay deposits in any other insured bank without prior approval of the 
appropriate Federal bank supervisory agency. Where the bank resulting from any 
such transaction is a State member bank, the Board of Governors is the agency that 
must pass on the transaction. In the course of consideration of such an application, 
the Board would, of necessity, acquire knowledge of any change in control of man- 
agement that might result. Information concerning any such change in control of 
management is supplied with each merger application and, in the circumstances, it 
is the view of the Board that the receipt of such information in connection with a 
merger application constitutes compliance with Public Law 88-593. However, once 
a merger has been approved and completely effectuated, the resulting bank would 
thereafter be subject to the reporting requirements of Public Law 88-593. (1964 
Federal Reserve Bulletin, page 1414.) 
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{ 92.1. Notice to FDIC of closing 


Se Common wealth of. Massachusetts 
Office of the Commilstoner of panks 


Sta'e Gfice Building. Government Conter 
10 Cambridge Street, Baston 02202 


FRANCIS W SARGENT 
Governar 


FRE 
meee KOPLOW July 22, 1971 


The Honorable Frank Wille, Chairman 
Federal Deposit Insurance Corporation 
550 17th Street, N.W. 

Washington, D. C. 20429 


Dear Chairman Wille: 


Unity Bank and Trust Company 


I hereby certify that the capital position of Unity Bank and 
Trust Company has deteriorated to such an extent that the bank is in 
danger of closing. It is my intention‘to appoint, effective July 26, 
1971, Richard L. Banks of Needham, Massachusetts, Conservator of 
Unity Bank and Trust Company pursuant to the provisions of section 40 
of Chapter 172 of the General Laws of Massachusetts in order to con- 
serve the assets of the bank for the benefit of its depositors and 
creditors. 


Very truly yours, 


fer? Bale 


issioner of Banks 
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€ 92.2. Certified copy of resolution on notice of bank’s closing 


roan .-we 


FEDERAL DEPOSIT INSURANCE CORPORATION 


CERTIFIED COPY OF RESOLUTION OF BOARD OF DIRECTORS 


LE 
Board of Directors of the Federal-Deposit Insurance Corporation, do hereby 
certify that the attached is a true and correct copy of a resolution duly adopted 
at a meeting of the Board of Directors of said Corporation, regularly called 
and held on the..._.22nd TERRES: OEE, 
at which a quorum was present, and that the same has not been amended or 
rescinded and is now in full force and effect. 


IN WITNESS WHEREOF, I have hereunto 

23138 subscribed my name and caused the seal of 
(SEAL) the Corporation to be affixed hereto, in the 
City of Washington and District of Columbia, 

this...26rh.. day of... July...__ — se 


S ry 
Federal — Corporation. 
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€ 92.3. FDIC Board of Directors’ resolution on notice of bank’s 
closing 


WHEREAS, Freyda P. Koplow, Commissioner of Banks of the Commonwealth 
of Massachusetts, on the 22nd day of July, 1971, certified that the 
Unity Bank & Trust Company, Roxbury, Massachusetts, (hereinafter referred 
to as "Bank") is in danger of closing, and has advised the Corporation of 
her intention to eppoint Mr. Richard Banks as Conservator of the Bank, 
pursuant to and in accordance with the provisions of Chapter 172 of the laws 
of the Commonwealth of Massachusetts, on July 26, 1971; and 

WHEREAS, the Corporation has been advised that the Bank, acting by 
and through its duly appointed Conservator, will apply to the Corporation for 
assistance in accordance with the attached form of "Application for Assistance 
Under Section 13(c) of the Federal Deposit Insurance Act (12 U.S.C. § 1823(c))", 
to prevent the closing of the Bank, and enable it to continue to provide needed 
banking services to the Roxbury community; and 

WHEREAS, it is the opinion of the Board of Directors of the Corporation 
that the Bank is in danger of closing and that the continued operation of the 
Bank in the Roxbury community is essential to provide adequate banking services 
to that commnity; 

NOW, THEREFORE, BE IT RESOLVED, that in order to prevent the closing 
of the Unity Bank & Trust Company, Roxbury, Massachusetts, the Corporation grant 
assistance under Section 13(c) of the Federal Deposit Insurance Act (12 U.S.C. 

§ 1823(c)), and purchase for the sum of not more than two million dollars 
($2,000,000) a Capital Note or Capital Notes of the Unity Bank & Trust Company 
in an aggregate principal amount not to exceed two million dollars ($2,000,000), 
which shall mature as to principal and shall bear interest upon such terms, 
conditions and covenants as provivied in the Capital Note Agreement marked 
Schedule "A" attached hereto, and as provided in the form of Capital Note marked 
Exhibit "A", attached hereto, and incorporated herein by reference. 

BB IT FURTHER RESOLVED, that one million five hundred thousand dollars 
($1,500,000) of said aggregate amount shall forthwith be made available for 
purchase of a Capital Note in such principal amount, and that all or part of the 


balance of five hundred thousand dollars ($500,000) be made available, in the 
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discretion of the Chairman of the Corporation and not later then December 31, 
1971, for purchase of an additional Capitel Note if examination reveals that 
the classification of certain outstanding loans heretofore made by Unity Bank 
& Trust Company is such that all or part of said additionel five hundred 
thousand dollars ($500,000) should in manner consistent with the purpose of 
Section 13(c) of the Federal Deposit Insurance Act be made available to 

said Bank. 

BE IT FURTHER RESOLVED, that the Secretary of the Corporation be 
and is hereby authorized to execute on behalf of the Corporation the Capital 
Note Agreement attached hereto and marked Schedule "A", and that the appropriate 
officers of the Corporation be and are hereby authorized to take such other 
actions as may be required to carry out the terms of said Agreement. 

BE IT FURTHER RESOLVED, that to facilitate the assistance granted 
under Section 13(c) of the Federal Deposit Insurance Act herein provided, the 
Controller of the Corporation be and he is hereby authorized forthwith to 
issue a check payable to the order of Unity Bank & Trust Company, Roxbury, 
Massachusetts in the aggregate principal amount of one million five hundred 
thousand dollars ($1,500,000); and hereafter, upon authorization of the 
Chairman of the Corporation, to transfer an additional emount not to exceed 
five hundred thousand dollars ($500,000) by check, or draft drawn on the 
Federal Reserve Bank of Boston, Boston, Massachusetts, for the account of 
Unity Bank & Trust Company, Roxbury, Massachusetts. 

BE IT FURTHER RESOLVED, thet to further facilitate the assistance 
granted under Section 13(c) of the Federal Deposit Insurance Act herein 
provided, the Corporation hereby consents to and approves the issuance and 
sale by Unity Bank & Trust Company to various commercial banks situated in 
the Commonwealth of Massachusetts, of not more than five hundred thousand 
dollars ($500,000) in subordinated debt capital obligations subject to the 
terms and conditions contained in Clause (a) of Paragraph 2 and Clause (a) 
of Paragraph 5B of the Capital Note Agreement marked Schedule "A" attached 


hereto and incorporated herein by reference. 
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92.4. FDIC news release on assistance program 


NEWS RELEASE 


FOR IMMEDIATE RELEASE PR-37-71 (7-27-71) 


Unity Bank and Trust Company, Roxbury, Massachusetts, is to receive a 
substantial infusion of capital under a plan announced today by Federal 
and State officials. 


Chairman Frank Wille of the Federal Deposit Insurance Corporation announced 
the inauguration of an assistance program for the benefit of Unity Bank and 
Trust Company. Under the terms of the assistance program, the FDIC and a 
number of Massachusetts banks will lend a total of approximately $2,000,000 
to the Bank. The loans will be unsecured and subordinated to the claims of 
depositors and other general creditors of the Bank. Five hundred thousand 
dollars of the loans are being provided by a group of Massachusetts banks. 
fhe banks also will provide management assistance as part of the overall 
assistance program. 


The Board of Directors of the FDIC approved the loan to Unity Bank and Trust 
Company after it determined that the continued operation of the Bank was 
necessary to provide adequate banking services to the black community in 
Roxbury and Dorchester. Deposit accounts in the Bank will continue to be 
insured by FDIC up to $20,000 per depositor. 


The management of Unity Bank and Trust Company will be in the hands of 
Richard P. Banks, who has been appointed by Freyda P. Koplow, Commissioner 
of Banks for the Commonwealth of Massachusetts. Mr. Banks, a prominent 
Boston attorney on leave from his job as Director of Boston Lawyers for 
Housing, will be assisted by the current directors of Unity Bank and Trust 
Company, who requested the action taken by Mrs. Koplow and who will continue 
on as an adviscry board to Mr. Banks. 


All parties concerned have expressed confidence in the future of Unity Bank 
and Trust Company and feel that it will continue to provide needed banking 
services for the black community in Roxbury and Dorchester, as well as 
serving as a valuable asset to that community. 


FEDERAL DEPOSIT INSURANCE CORPORATION, 550 Seventeerth St. N.W., Washington, D.C. 20429 + 202-389-4221 
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€ 92.5. Closing bank’s news release on FDIC assistance program 
UNITY BANK & TRUST COMPANY 


FOR IMMEDIATE RELEASE 
July <7, 1971 


Unity Bank & Trust Company announced today that it has 
sold $2,000,000 of capital notes to the Federal Deposit 
Insurance Corporation and a group of Boston and Massachusetts 
banks. This financing was arranged through the cooperative 
efforts of Freyda P. Koplow, Massachusetts Commissioner of 
Banks, the FDIC, Opportunity Funding Corporation, the Inter- 
racial Council for Business Opportunity and the Cooperative 
Assitance Fund, together with the Board of Directors of 
Unity Bank. 

Colonel George Skelly, Chairman of Unity Bank's Board of 
Directors, said that the new capital will make it possible for 
the bank to increase and strengthen its services as a vital 
institution in the Roxbury community. 

The Board of Directors, Col. Skelly stated, has welcomed 
the appointment of Richard L. Banks by the Commissioner of 
Banks to implement the recapitalization of Unity Bank, and has 
assured him of their active support and cooperation. The 
Unity Bank Board of Directors will act in an advisory capacity 
to Mr. Banks. No changes in its membership have been made, 
Col. Skelly said. 

The Board of Directors has called the annual meeting of 


the bank's stockholders for September 21, 1971. 
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¢ 92.6. Closing bank’s follow-up news release on FDIC assis- 
tance and recapitalization program 


PRESS RELEASE 
July 27, 1971 


Unity Bank and Trust Company today acquired $2,000,000 in new capital. 
This announcement was made by Freyda P. Koplow, Massachusetts Commissioner 
of Banks, who stated that the infusion of capital was the result of a coordinated 
effort among her office, the Board of Directors of Unity Bank and Trust Company, 
the Federal Deposit Insurance Corporation, a group of Massachusetts commercial 
banks, Opportunity Funding Corporation, the Inter-racial Council for Business 
Opportunity and the Cooperative Assistance Fund. 

Pursuant to the provisions of trust Company law, Commissioner Koplow has 
appointed Richard L. Banks, a prominent Boston attorney, to act on Unity’s behalf 
in implementing the recapitalization program and attaining its objectives. Working 
with him in an advisory capacity toward an intensification of the institution’s re- 
sponsiveness to the needs of the community will be Unity’s Board of Directors, 
chaired by Col. George R. Skelly. 

Commissioner Koplow has expressed confidence that with a strengthened capital 
base, Unity Bank and Trust Company will be enabled to play an even more sig- 
nificant role in the development of the local community as a sound, stable and 
viable, minority institution. 
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APPLICATION FOR ASSISTANCE FORM 


{ 92.7. FDIC application for assistance form 


SBW:imh:lle 


APPLICATION FOR ASSISTANCE UNDER SECTION c) OF THE 
EDER (iz U.S.C. 1623lc)) 


THIS APPLICATION, is made this the 27 day of , 19Z, by 
the Unity Bank & Trust Company, « banking corporation duly organized and exist- 
ing under the laws of the Cammonwealth of Massachusetts, acting by and through 
Leetaed Z BANKS __, ite duly appointed Conservator under the laws 
of the Cammonvealth of Massachusetts, and havihg its principal place of business 
located at Roxbury, Massachusetts, (hereinafter referred to as “Applicant”), to 
the Federal Deposit Insurance Corporation, a corporation organized and existing 
under the laws of the United States having its principal place of business in 
Washington, District of Columbia (hereinafter referred to as "Corporation"), for 
assistance under Section 13(c) of the Federal Deposit Insurance Act (12 U.S.C. 
1823(c)) not to exceed the aggregate principal amount of ae ay “en Dollars 
($2. eee 200.00 ), to mature and bear interest in accordance with such 


terms, conditions, and provisions as may be prescribed by the Board of the 


Carporation. 


That for the purpose of securing approval of this Application by the Corporation, 
the Applicant agrees and states as follows, to wit: 


(1) Preyda P. Koplow, Commissioner of Banks of the Cammomvealth of 


Massachusetts, on the 24 day of Tely » 19.2/, appointed ; ow F 
“a LHKE _» Conservator of the Unity Bank & Trust Company, pursuant to 


and in accordance with the provisions of Chapter 172 of the laws of the Cammon- 


wealth of Massachusetts. 

(2) The Applicant expressly consents and agrees to all of the terms, 
conditions, promises, covenants, representations, warranties, and provisions set 
forth and as provided in the Capital Note Agreement, marked Schedule "A" (with 
Exhibit "A" attached thereto), attached hereto and made a part of this 
Application. 

(3) The Applicant further submits herewith as part of this Application 
the following, to wit: 

(a) Schedule "B" - A certified copy of the Certificate of 


Preyda P. Koplow, Commissioner of Banks of the Commonwealth of Massachusetts, 





APPLICATION FOR ASSISTANCE FORM 


duly eppointing Kicha ail L. LAWKE _, Conservetor of the Unity Benk & Trust 
Compeny, Roxbury, Meseechusetts, effective the 26 = dey of Ze fy ° 


197/. 

(>) Schedule "C" - A certified copy of the Articles of Incorpore- 
tion end Bylews of the Unity Bank & Trust Compeny, Roxbury, Messechusetts, with 
#11 Amendments thereto. 

(c) Schedule "D" - A certified copy of the Stetement of the Financiel 
Condition of the Unity Benk & Trust Compeny, Roxbury, Messechusetts as of the close 
of business on the dey of » 19. 

(4) Schedule "E" - Opinions of Counsel representing, respectively, 
Applicent end the Commissioner of Benks of the Commonwealth of Massachusetts 
effirming the euthority of Applicent to enter into end consummate the proposed trens- 
ection end to bind the Unity Benk & Trust Company, its Board of Directors, officers, 
agents, successors, end essignees in interest in eccordence with the terws end 
conditions set forth in Schedule "4" etteched hereto. 

(4) The Applicant expressly consents to such exeminations end eudits 
of the effeirs of the Applicent as the Boerd of Directors of the Corporstion sey 
from time to time in its discretion prescribe end direct. 
(5) In the event assistence is granted hereunder to the Applicant by 

the Corporation, this Applicetion end eny other conditions or terms imposed by 
the Corporstion in granting essistence end egreed to by Applicent shell become 
®@ contrect between the Applicant end the Corporsetion, which contrect shell be 


bfnding upon end inure to the benefit of their successors and essigns. 


Dated and executed this the 27 dey of July , 1977. 


Unity Benk & Trust Company 
Roxbury, Messechusetts 


a = Pd 
pe a OS 
Conservetor ° ys 


Approved end Consented to: 


CommYssioner of Ranks 
mwealth of Massechusetts 
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{ 92.8. FDIC capital note agreement with closing bank 


CAPITAL NOTE AGREEMENT 


THIS AGREEMENT, is made and entered into this 227 aay of __Zily , 192%, 
by and between Unity Bank & Trust Company, « banking corporation duly organized 

and existing under the laws of the Cammonwealth of Massactusetts, having its 
principal place of business located at Roxbury, Massachusetts, (hereinafter 
referred to as “Bank"), and the Federal Deposit Insurance Corporation, a corpora- 
tion duly organized and existing under the laws of the United States, having its 
principal place of business in Washington, District of Columbia, (hereinafter 


referred to as “Corporation"). 


ITALS 

(1) Preyda P. Koplow, Camissioner of Banks of the Cammonwealth of 

Massachusetts, on the 2ceF7 way of Tuly » 1927, appointed Mesa. // 
LEHLS ____.» Conservator of the Bank, pursuant to and in accordance with 

the provisions of Chapter 172 of the laws of the Cammonwealth of Massachusetts; 
and 

(2) The Bank, acting by and through its duly appointed Conservator 
has applied to the Corporation for assistance under Section 13(c) of the Federal 
Deposit Insurance Act (12 U.S.C. § 1823(c)); and 

(3) The Board of Directors of the Corporation has determined that the 
Corporation will purchase for a sum not to exceed two million dollars ($2,000,000) 
& Capital Note or Capital Notes of the Bank in an aggregate principal amount not 
in excess of two million dollars ($2,000,000) which shall mature as to principal 
and shall bear interest upon such terms, conditions and covenants as hereinafter 
eet forth and as provided in the form of the Capital Note marked Exhibit A, 
attached hereto and incorporated herein by reference; 

(4) An initial Capital Note’in the principal amount of one million 
five bundred thousand dollars ($1,500,000) shall be purchased by the Corporation 
upon the execution of this Agreement. An additional Capital Note in « principal 
qmount not in excess of five hundred thousand dollars ($500,000) may, in the dis- 
cretion of the Corporation, be purchased not later than December 31, 1971. Such 
edditional Capital Note shall be subject to all the terms, conditions and covenants 
as hereinafter set forth in the same manner and to the same extent as the initial 
Capital Note hereinafter referred to as the “Capital Note” except as to the amount 
and date of delivery and payment specified in Paragraph 1 of this Agreement. 
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NOW, THEREFORE, in consideration of the mutual covenants and promises 
contained herein, the Bank, acting by and through its duly appointed Conservator, 
with the consent and approval of the Commissioner of Banks of the Commonwealth of 
Massachusetts, and the Corporation do hereby severally undertake, promise and 
agree with each other as follows, to wit: 


1. ISSUANCE, SALZ, AND DELIVERY OF CAPITAL NOTE 


The Bank will authorize the issuance and sale to the Corporatia for 
the sum of one million five mundred thousand dollars ($1,500,000) @ Capital 
Bote of the Bank in the aggregate principal amount of one million five hundred 
thousand dollars ($1,500,000) which shall mature in part or in its entirety on 
such dates or at such times and in such amounts as provided therein, and shall 
bear interest at a rate of 5-1/4 per centum per annum. The Capital Note shall 
substantially conform with the form and provisions contained in Exhibit A. 
Delivery of the Capital Note by the Bank to the Corporation and payment for the 


Capital Note by the Corporation to the Bank shall be made on the 27” aay of 


Tels » 197/ , at the principal office of the Bank, and executed on 
behalf of the Bank and delivered to the Corporation upon delivery by the 
Corporation of its check or draft in the total aggregate principal amount of 
the Capital Note as provided herein on the Federal Reserve Bank of //. 57. , 

Mizsseclnce2Lé , to the order of the Bank, PROVIDED THAT, at the time 
of delivery of the Capital Note to the Corporation, the Bank will have executed 
and acknowledged such instruments or other documents as may be required by the 
terms of this Agreement or the law of the Commonwealth of Massachusetts, or as 
the Corporation may reasonably request to be supplied by the Bank to finally 
establish due and valic authorizgtion of the Bank to execute and deliver the 
Capital Note as herein provided, 


2. SUBORDINATION 


(a) The indebtedness of the Bank evidenced by the Capital Note 
herein provided, including both the principal and interest thereon, shall be 


subordinate and junior in the order of claims on the Bank's assets and right of 
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payment of obligations to both present and future depositors of the Bank and all 
other general creditors of the Bank whose claims are evidenced by obligations of 
the Rank contracted in the ordinary course of business of the Bank, PROVIDED THAT, 
the indebtedness of the Bank evidenced by the Capital Note shall not be subor- 
dinate and junior in the order of claims, but on perity with claims of omers 

or holders of any other subordinated indebtedness of the Bank, including any 
other subordinated debt capital obligations of the Bank that may be authorized, 
issued and sold by the Bank with the written consent and approval of the 
Commissioner of Banks of the Commonwealth of Massachusetts and the Corporation 

as agreed in Clause (a) of Paragraph 5B of this Agreement. 

(>) In the event of any insolvency, dissolution, receivership, 
liquidation, reorganization, marshalling of assets and liabilities, winding up, 
or similar proceedings of the Bank, whether voluntary or involuntary, the claims 
of depositors and other creditors (except creditors whose claims shall be on 
parity with the Corporation as provided in Clause (a) of this Paragraph) of the 
Bank shall be entitled to payment in full, including any interest thereon at 
the contracted rate accruing to the date of insolvency or similar proceeding, 
before any payment shall be made on the principal or interest of the Capital 
Note, PROVIIED THAT, in the event of any such proceeding, after the payment 
in full of all sums owing with respect to deposit or other general creditor 
obligations, the Corporation shall be entitled to be paid the principal and 
interest due and owing on the Capital Note from the remaining assets of the 
Bank, whether in cash, property or other thing of value before any payment or 
@isbursement shall be made on account of any capital stock or any obligation 
ranking inferior to the Capital Note, except that such payment to the Corporation 
shall be made ratably with any other claim which is on parity with that of the 
Corporation's. 

(c) The obligation of the Bank to the Corporation on the Capital 
Bote herein provided is absolute and unconditional, and nothing herein shall be 
construed to impair the obligation of the Bank to pay the principal and interest 
on the Capital Note in accordance with ite terms and pursuant to the provisions 


of this Agreement. 
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3. PREPAYMENTS OF PRINCIPAL 


(a) As provided in the Capital Note, the Bank shall make certain 
prepayments of principal equal to the amount, if any, by which the net profit 
of the Bank for any particular fiscal year exceeds one hundred thousand dollars 
($100,000) multiplied by a certain percentage figure. 

(b) The percentage figure referred to in Clause (a) of this 
Paragraph shall be calculated as follows: 

(1) Om December 31, 1971, the aggregate principal amount 
of the subordinated capital indebtedness of the Bank which has been contracted 
for and incurred by the Bank with the consent and approval of the Commissioner 
of Banks of the Commonwealth of Massachusetts and the Corporation, as agreed 
in Clause (a) of Paragraph 5B of this Agreement, shall be determined. 

(2) The amount represented in Subclause (1) of Clause (b) 
of this Paragraph shall be divided into the total amount of the subordinated 
capital indebtedness of the Bank issued and sold to the Corporation. 

(3) The percentage of the aggregate amount of the subordinated 
capital indebtedness of the Bank represented by obligations of the Bank issued 
and sold to the Corporation (as calculated under Subclause (2) of Clause (b) 
of this Paragraph) shall be multiplied by Fifty Percent (50%). 

(c) The percentage figure represented in Subclause (3) of 
Clause (b) of this Paragraph shall constitute the percentage figure referred to 


in Clause (a) of this Paragraph. 
4, REPRESENTATIONS AND WARRANTIES OF THE BANK 


The Bank hereby represents and warrants to the Corporation as follows, 


(a) That the Bank is duly organized and existing under the laws 
of the Commonwealth of Massachusetts and, by and through its duly appointed 
Conservator, has all the requisite power and authority to own and operate its 
properties, and to conduct the business in which it is now engaged. 

(b) Except as hereinabove disclosed, that the Bank is not now 
threatened with nor engaged in litigation at law or in equity and that no 
proceeding before any board, bureau, or commission or other sdministrative 


authority is pending or that there are no known outstanding, enforceable 
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causes of action arising out of transactions not in the ordinary course of 
business which in any of the foregoing cases might materially and adversely 
affect any of the assets of the Bank, its right to carry on business as now 
conducted, or which might constitute a contingent liability of the Bank. 

(c) That the execution and delivery of this Agreement and the 
issue, sale and delivery of the Capital Note by the Bank to the Corporation, 
and the performance and fulfillment of the terms of this Agreement by the Bank, 
by and through its duly appointed Conservator, are within the corporate powers 
of the Bank on the date of the execution of this Agreement and not in contra- 
vention of any law, rule or regulation applicable to the Bank or the charter, 
bylaws or any outstanding agreement or contract of the Bank, and that the 
execution and delivery of this Agreement will not create any lien, charge or 
encumbrance of any nature upon any part of the real property, assets, opera- 
tions or income of the Bank in favor of any person, corporation or agency 
other than the Corporation, and that the Capital Note at and after its issuance 
and sale to the Corporation and until its retirement shall be the valid, 
binding and enforceable obligation of the Bank in accordance with the terms 
and the provisions of this Agreement. 

(a) That the Bank is now, and on the date of the execution and 
delivery of this Agreement, an insured bank as defined in Section 3(h) of the 
Federal Deposit Insurance Act (12 U.S.C. § 1813(h)). 


5. COVENANTS OF THE BANK 


The Bank expressly agrees and covenants while the Capital Note herein 
remains outstanding or unpaid, either as to principal or accrved interest thereon, 
as follows, to wit: 


A. AFFIRMATIVE 


(a) The Bank will pay or cause to be paid promptly, unless the 
prior written consent to defer or extend payment is obtained by the Bank from 
the Corporation, the principal of and interest on the Capital Note at such dates 
or times and places as herein provided and pursuant to the terms of the Capital 
Note. 

(b>) ‘The Bank shall show at all times on its books of account, 
records and financial statements the Capital Note as outstanding in the principal 


amount thereof, less the total amount of payments, with a footnote on the 
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appropriate account stating that the outstanding Capital Note herein provided 
is subject to redemption at the stated principal amount less received principal 
payments, and that the Capital Note is subordinate to claims of depositors and 
other general creditors of the Bank. 

(c) ‘The Bank shall procure and maintain a suitable indemnity 
and fidelity bankers’ blanket bond or bonds in such amounts and upon both the 
primary and excess forms with a surety or sureties sctisfactory to the Corpora- 
tion providing coverage ageinst any loss as the result of dishonest, fraudulent 
or criminal conduct by or through any of the officers, agents, or employees of 
the Bank. 

(4) ‘The Bank will procure and maintain with ea financially sound 
and reputable insurance company or companies fire and other appropriate insurance 
coverage with respect to its real and personal property and business indemnifying 
the Bank against such losses or contingencies in such form and amount as the 
Corporation shall prescribe. 

(e) The Bank will promptly pay and discharge all taxes and 
assesements lawfully levied or imposed upon the Bank or upon all or any pert 
of its properties, real or personal, and business or upon the income or profits 
of the Bank before the same shall fall into arrears or otherwise become delinquent, 
and will comply with all rules, regulations, and statutes conferring suthority 
upon any govermment agency having jurisdiction-over the subject matter, PROVIDED 
THAT, the Bank shall not be required pursuant to this Clause of this Paragraph 
to make any payment or otherwise comply with a regulation or statute which the 
Bank diligently contests or disputes in good faith and by appropriate proceeding, 
and if ea sufficient reserve or other provision required by sound eccounting prin- 
ciples has beer made to ide the outcome of such contest or dispute. 

(ft The Bank shall pramptly remove and discharge from employment 
any officer or exployee of the Bank upon the request of the Corporation. 

(g@) The Bank shall cammence and continue to maintain sufficient 
internal auditing procedures or controls, or audit program which is satisfactory 
to the Corporation. 

(b) The Bank shall prepare and furnish to the Corporation 
such financial and operating reports as the Corporation shall fram time to time 


require. 


shall not incur any liability of any kind or 


character in addition tc ve Capitel Note herein provided, except such 
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indebtedness as it may incur in the ordinary course of the Bank's business and 
which is payable on sight or demand, or not later than one year from the date 
it is incurred, PROVIDED THAT, the restriction of this Clause of this Paragraph 
shall not epply to any subordinated debt capital obligation of the Bank which 
might be issued and sold by the Bank on parity with the obligation of the Bank 
to the Corporation with the consent and epproval of the Commissioner of Banks 
of the Commonwealth of Massachusetts and of the Corporation. 

(>) ‘The Bank shall not pay or allow compensation to any of its 
directors, officers or employees in an amount or at a rate in excess of that 
which is reasonable, and the Corporation shall have the power to veto or disapprove 
of, in whole or in part, any salary or compensation expenditure of the Bank 
which it determines is unreasonable.or excessive. 

(c) The Bank shall not declare, set aside or pay any dividend, 
or order or make any distribution, whether in cash, property, stock or otherwise, 
on any shares of its capital stock of any class. 

(4) The Bank shall not create, incur, assume or permit to be 
created, incurred, or assumed, any mortgage, pledge, encumbrance, lien or 
charge of any kind upon any of its property or assets of any character, whether 
owned by the Bank on the date of this Agreement or hereafter acquired, or acquire 
or agree to acquire property of any character under any conditional sales agree- 
ment or other title retention contract, PROVIDED THAT, the restriction of this 
Clause of this Paragraph shall not apply to: 

(1) Liens incurred in the ordinary course of 
business in connection with workman's 
compensation, unemployment insurance and 
other social security benefits. 

Liens for taxes, assessments or municipal 
or govermmental charges or other claims or 
charges if payment thereof shall not at thr 
time be required to be made by Clause (e 
of Paragraph5A of this Agreement. 

Real or personal property acquired by the 
Bank upon the foreclosure or liquidation 
of property mortgaged or pledged in the 
ordinary course of business of the Bank, 


or upon any lawful settlement effected to 


secure such debts to the Bonk. 
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(e) The Bank shall not pay any fee or charge for the services of 
attorneys, accountants or other épecialists specifically incurred by the 
Bank in connection with any phase of the transaction described and referred 
to herein which is excessive or unreasonable, and the Corporation shall have 
the power to veto or disapprove, in whole or in part, any fee or charge which 
it determines is unreasonable or excessive. 
6. [DEFAULTS AND REMEDIES 


A, EVENTS OF TEFAULT 


Any one or more of the following events shall constitute an “Event 
of Default” of this Agreement, to wit: 

(a) ‘The Bank shall fail to make a payment to the Corporation 
of any installment of the principal and interest of the Capital Note herein 
provided when the same shall become due and payable whether at the stated 
maturity or otherwise, unless euch payment has been deferred or extended with 
the written consent of the Corporation. 

(b>) The Bank shall fail to observe or perform any covenant, 
condition or provision contained in the Capital Note or in Paragraph 5 of this 
Agreement, or a breach shall exist in any warranty of representation of the 
Bank contained in Paragraph 4 of this Agreement, and such failure or breach 
shall continue for 30 days after written notice thereof shall have been given 
to the Bank by the Corporation. 

(c) The Bank shall fail to make payment of principal or interest 
@ue on any other indebtedness of the Bank, or fail to perform or observe any 
other provision contained in any such obligation or in any agreement securing 
or relating to such obligation and the effect of such failure is to cause, or 
permit the holder of such obligation to cause such obligation to become due prior 
to its date of maturity. 

(4) The Bank shall make any assignment for the benefit of 
creditors or shall become unable to pay its depositors or other obligations. 

(e) The Bank shall be declared to be insolvent or shall file 


any petition, or answer seeking for itself any reorganization, arrangement, 
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composition, receivership, dissolution or liquidation or similar relief under 
the present or any future law of the Commonwealth of Massachusetts or the 
United States of America. 

(f) ‘The Bank shall fail to comply promptly and fully with the 
provisions or requirements of any lawful order of the Corporation or the 
Commissioner of Banks of the Commonwealth of Massachusetts. 


B. DEFAULT REMEDIES 


(a) Upon the occurance of any “Event of Default” as provided 
in Paragraph 6A of this Agreement, and so long as such “Event of Default” 
continues not cured, waived or consented to, the Corporation may at its 
discretion by written notice to the Bank declare the outstanding principal and 
all accrued interest on the Capital Note, if not already due, to become fortiwith 
@ue and payable, without any presentment, demand, protest or other notice of any 
kind, all of which are hereby expressly waived by the Bank. 

(b) Mo delay or any failure on the part of the Corporation to 
exercise any right under this Agreement shall operate as « waiver of such right 
or otherwise prejudice the Corporation's rights, powers and remedies. 


7. MISCELLANEOUS 


(a) All of the covenants and provisions of this Agreement are 
for the sole and exclusive benefit of the parties hereto and no others shall 
have any legal, equitable or other right, remedy or claim under or by reason of 
this Agreement or of the Capital Note provided herein, PROVIDED THAT, this 
Agreement shall inure to the benefit of and be binding upon the successors and 
assigns of each of the parties to this Agreement, including any successor 
Conservator of the Bank duly appointed by the Commissioner of Banks of the 
Commonwealth of Massachusetts, or the Bank, acting by and through its Board of 
Directors, upon the removal of the Bank's duly appointed Conservator by the 
Commissioner of Banks of the Commonwealth of Massachusetts. 

(>) This Agreement may be executed in any number of counter- 
parts, each of which shall be deemed an original and such counterparts shall 
constitute but one and the same instrument which shall for all purposes be 


sufficiently evidenced by any such original counterpart. 
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(ce) Nothing herein provided shall be construed or interpreted 
as a waiver, abridgement, or other legal impairment to any of the provisions 
of subsections (f) and (g) of section 11 of the Federal Deposit Insurance Act 


(12 U.S.C. § 1821 (f) and (g)). 


(4) It is understood that the consent and approval of the 
Commissioner of Banks of the Commonwealth of Massachusetts rendered in 
connection with the Conservator entering into this Capital Note Agreement and 
issuing a capital note or notes thereunder constitutes an affirmation of the 
Conservator's authority so to do and signifies the Commissioner's approval for 
him to do so without in any manner importing that the Commissioner is a party 


to this agreement or note or notes executed in connection therewith. 


IN TESTIMONY WHEREOF, the parties hereto have executed this Agreement by 


persons thereunto duly authorized and have caused their corporate seals to 


be affixed hereto on this the 2727 ayot Je , 19.77. 


Unity Bank & Trust Company 
Roxbury, Massachusetts 


(SEAL) By ‘Df. 


jervator 


Approved and Consented to: 


PD vA 
A . (f- a 
Commigsioner of Banks 


wealth of Massachusetts 


(SEAL) 


(SEAL 


) 
23138 


a ~ 


Assistant to the Secretary 





q 92.9 CLOSING BANK CAPITAL NOTE TO FDIC 


{ 92.9. Capital note from closing bank to FDIC 


CAPITAL NOTE 


The Unity Bank & Trust Company, a banking corporation duly organized and 
existing under the laws of the Commonwealth of Massachusetts, having its 
principal place of business located at Roxbury, Massachusetts, (hereinafter 
referred to as "Bank"), for value received, receipt of which is duly acknowledged, 
hereby agrees and pranises to pay to the order of the Federal Deposit Insurance 
Corporation, a corporation duly organized and existing under the laws of the 
United States, and having its principal place of business located at Washington, 
District of Columbia (hereinafter referred to as “Corporation"), the aggregate 
principal sum of one million five hundred thousand dollars ($1,500,000) in one 
installment of one million five hundred thousand dollars ($1,500,000) on the 
Bist day of December, 1976, together with interest fram the date hereof on the 
principal balance from time to time outstanding, payable monthly in arrears 
commencing Avges7 27 » 1971 and et maturity at a rate of 5 1/4 per centwm 
per anmm. Within thirty (30) days of the date financial statements for each 
fiscal year of the Bank shall became available, the Bank shall pay to the Corpo- 
ration as a prepayment of the principal amount hereof the amount, if any, by 
which the Bank's net profit for such fiscal year exceeds $100,000 multiplied by 
the percentage figure specified in and calculated in accordance with Paragraph 3 
of the Capital Note Agreement hereinafter referred to. Upon the receipt of any 
such prepayment of principal, the Corporation shall endorse hereon the amount and 
date of such prepayment, and thereafter the principal amount hereof shall be the 
face amount less the total of such payments. Such payments of principal and 
interest shall be made in coin or currency of the United States of America, which 
at the time of payment is legal tender for public and private debts, at the prin- 
cipal office of the Corporation or at such other place as the Corporation may 
designate in writing. Demand, notice, and protest are hereby expressly waived. 

Subject to the prior written approval of the Corporation, the Bank shall have 
the right to pay all or any part of the principal amount of this obligation, together 
with accrued interest due thereon, up to such date of payment. 

The Corporation shall have the right, upon not less than ninety (90) days 
written notice to the Bank, to declare the entire principal sum of one million 
five hundred thousand dollars ($1,500,000), or so much thereof as remains unpaid 


by the Bank, together with all accrued interest due thereon, immediately due and 
payable to the Corporation withou: “urther notice or demand. 


THI- OBLIGATION IS SCT A DEPOSIT AND IS MOT INSURED 
EY THE FEDERAL DEP SIT INSURANCE CORPORATION. 
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In the event of any insolvency, dissolution, receivership, liquidation, reganize- 
tion, marshalling of assets and liabdlities, winding up, or similar proceedings of 
the Bank, whether voluntary or involuntary, the indebtedness of the Bank evidenced 
by this Capital Note, inciuding both the principal and interest thereon, shall be 
subordinate and junior in the order of claims on the Bank's assets and right of 
payment obligations to both present and future depositors of the Bank and all other 
general creditors of the Bank whose claims are evidenced by obligations of the Bank 
contracted in the ordinary course of business of the Bank, PROVIDED THAT, the 
indebtedness of the Bank evidenced by this Capital Note shall not be subordinate 
and junior in the order of claims but on parity with claims of owners or holders of 
any other subordinated indebtedness of the Bank, including any other subordinated 
debt capital obligations of the Bank that may be authorized, issued and sold by 
the Bank with the written consent and approval of the Commissioner of Banks of the 
Commonwealth of Massachusetts and the Corporation. 


This Capital Note is issued pursuant to the terms of a Capital Note Agreement 


dated Juv/y_ 27 , 1971, betweerr the Bank, acting by and through its duly 


appointed Conservator under the laws of the Commonwealth of Massachusetts, and with 
the approval and consent of the Commissioner of Banks of the Commonwealth of 
Massachusetts, and the Corporation, and is subject to all of the terms, conditions, 
promises, convenants, warranties, representations and provisions conteined in 

said Agreement. 

If an event of default as defined in the agreement dated  J"/y 27, 1971, 
shall occur and be continuing, the unpeid balance of the principal of this note and 
all accrued interest due thereon may be declared and become due and payable in the 
manner and with the effect provided in such agreement. 

IN WITNESS WHEREOF, the Unity Bank & Trust Company, Roxbury, Massachusetts, 
acting by and through its duly appointed Conservator under the laws of the 
Commonwealth of Massachusetts, and with the approval and consent of the Commissioner 
of Banks of the Commonwealth of Massdthusetts has caused this Capital Note to be 


signed and executed, and its corporate seal to be affixed hereto on this the 


22 aay of Joly , 197. 


Unity Bank & Trust Company 
Roxbury, Massachusetts 


? F 
Conservator 
(SEAL) 


Approved and consented to 


YL) * 


Commidsioner of Banks / 
Commonwealth of Massachusetts 
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€ 92.10. State certification of appointment of conservator of 
closing bank 


L 4 Commonweallh of Massachusetts 


Grice of the Commiisioner of ‘Panky 


State fice Building. Government Center 
100 Cambridge Street, Boston 02202 


July 27, 1971 


The Honorable Frank Wille 

Chairman 

Federal Deposit Insurance Corporation 
550 17th Street, N.W. 

Washington, D. C. 20429 


Dear Chairman Wille: 
Unity Bank and Trust Company 
I hereby certify that the attached copy of the appointment of 
Richard L. Banks as Conservator of Unity Bank and Trust Company is 
true and complete and is in full force and effect. 
Very truly yours, 


Robert J. Maietta 
Deputy Commissioner of Banks 
and General Counsel 





ACTUAL CERTIFICATE OF 
APPOINTMENT OF CONSERVATOR OF 
CLOSING BANK 


€ 92.11. State certificate of appointment of conservator of clos- 
ing bank 


The Commonwealth of Massachusetts 
Office of the Commissioner of Banks 
State Office Building, Government Center 
100 Cambridge Street, Boston 02202 


FRANCIS W. SARGENT 
Governor 


FREYDA P. KoPpLow 
Commissioner 


CERTIFICATE OF APPOINTMENT 


WHEREAS, Unity Bank and Trust Company is a trust company duly incorpo- 
rated, existing and doing a banking business, subject to the supervision of the Com- 
missioner of Banks, under the laws of the Commonwealth of Massachusetts, having 
its principal place of business in the Roxbury district of the city of Boston in said 
Commonwealth, and 


WHEREAS, it has become apparent that the condition of Unity Bank and Trust 
Company is such that the appointment of a conservator for the administration of 
its affairs, in accordance with law, appears advisable in order to carry on its busi- 
ness and to conserve its assets for the benefit of the depositors and creditors thereof, 
and 


WHEREAS, such an appointment is vital to accomplish a coordinated program 
of recapitalization and is essential to the achievement of a general rehabilitation of 
the institution, coupled with a revitalization of management. 


NOW THEREFORE, I, Freyda P. Koplow, Commissioner of Banks, hereby ap- 
point Richard L. Banks, of Needham, Massachusetts, as Conservator of said Unity 
Bank and Trust Company, pursuant to the authority vested in me by section 40 of 
Chapter 172 of the General Laws thereby authorizing him to exercise all powers 
conferred by law upon a conservator appointed in accordance with the provisions 
of said section 40, including specifically the power to execute and issue, on behalf 
of Unity Bank and Trust Company, such capital notes as may be required to effect 
the recapitalization thereof in order to carry on the business of the institution and 
to conserve its assets, subject however, to such orders, rules and regulations as may 
from time to time be prescribed by the Commissioner of Banks. 


Effective date of appointment: 
July 26, 1971 
FREYDA P. KoPLow 
Commissioner of Banks 
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{ 92.12. Closing bank’s counsel’s voucher of appointment of con- 
servator of bank 


WASHINGTON. © C OFFICE (20036) 


1026 CONNECTICUT 4vVENUE, © Ww. 
TELEPHONE (202) 203-8:70 


SULLIVAN & WORCESTER 
£25 Franklin Sweet 
Beastor’ 02110 
Lelophone (617) 423-T0TM 


1971 


Federal Deposit Insurance Corporation 
550 17th Street, N. W. 
Washington, D. C. 


Unity Bank & Trust Company 


Gentlemen: 


This opinion is furnished to you pursuant to Paragraph 
3(d) of the Application dated July 28, 1971, of Richard L. 
Banks as Conservator for Unity Bank & Trust Company, for As- 
sistance under Section 13(c) of the Federal Deposit Insurance 
Act. 


We have been counsel for Unity Bank & Trust Company, a 
Massachusetts trust company, since 1969. We are familiar with 
its Articles of Organization and By-laws as now in effect. 

We are familiar with the action of Freyda P. Koplow, Massachu- 
setts Commissioner of Banks, appointing Richard L. Banks Con- 
servator for Unity Bank & Trust Company on July 26, 1971, and 

we have examined the copy of the Commissioner's order so ap- 
pointing the Conservator. We have also examined the Applica- 
tion for Assistance referred to above and the Capital Note Agree- 
ment in the form of Schedule A to the Application for Assistance 
and the Capital Note in the form of Exhibit A to such Schedule 

A, all executed by Richard L. Banks as Conservator for Unity 

Bank & Trust Company. 


We attended the closing of this transaction today and 
there witnessed the delivery by the Conservator of a Capital 
Note payable to the order of the Federal Deposit Insurance Cor- 
poration in the principal amount of $1,500,000 and the receipt 
by him, in that capacity, from the payee of $1,500,000 in pay- 
ment for this Capital Note. 


We have examined Chapter 167 and 172 of the General Laws 
of Massachusetts and such other matters of fact and law as we 
deem necessary for purposes of this opinion. 
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Federal Deposit Insurance July 27, 1971 
Corporation 


Based on the foregoing, we are of the opinion that 


1. Richard L. Banks as duly appointed Conservator 
of Unity Bank & Trust Company has authority to 
make the Application fgr Assistance referred to 
above, and to execute and deliver the Capital 
Note Agreement and the Capital Note pursuant to 
the order of the Massachusetts Commissioner of 
Banks by which the Conservator has been appointed. 


The Capital Note Agreement and Capital Note are 
legal and binding obligations of Unity Bank & Trust 
Company acting by and through Richard L. Banks as 
its duly appointed Conservator, and payment of the 
Capital Note may be enforced against Unity Bank & 
Trust Company in accordance with its terms when and 
as due and payable. 


Very truly yours, 


CS Ain 9 Jacek. 


Sullivan & Worcester 








Part ll 


FINANCIAL 
RECORD-KEEPING 








BANK SECRECY ACT 


THE BANK SECRECY ACT 


{ 101.1. Prefatory note 


In the treatment of the Federal Deposit Insurance Act, it was convenient to 
comment on each section separately, except in the case of section 18 where it was 
found desirable to comment on each subsection separately. 

The so-called Bank Secrecy Act does not at present lend itself to similar treat- 
ment and requires to be dealt with as a whole. The editorial commentary accord- 
ingly appears at {4 101.2 et seq., which contain provisions as to financial record- 
keeping. 

The provisions of the so-called Bank Secrecy Act are spread over a number of 
statutes. To cater for amendment of the statutes, a number of paragraphs have 
been left blank. 


EDITORIAL COMMENTARY 


{ 101.2. The applicable provisions 


The statute enacting the provisions relating to financial record-keeping and re- 
porting of certain currency transactions is Public Law No. 91-508, 84 Stat. 1114 
(1970), popularly and euphemistically known as the Bank Secrecy Act. The pro- 
visions of this Act have been classified to 12 U.S.C. §§ 1730(a), 1829(b), 1951- 
1959 and 31 U.S.C. §§ 1051-1122. This Act has been supplemented by Public Law 
93-110, 87 Stat. 353 (1973), the provisions of which are classified to 31 U.S.C. 
§§ 1141-1143. 


{ 101.3. Purpose of the Bank Secrecy Act 


The express purpose of the so-called Bank Secrecy Act is to require the main- 
tenance of records and the making of certain reports which have a high degree of 
usefulness in criminal law and regulatory investigations and proceedings. The Act 
authorizes the Secretary of the Treasury to prescribe by regulations the reporting and 
record-keeping requirements he deems appropriate to carry out the purposes of the 
Act. 


€ 101.4. Major requirements of FDI Act § 21 
(12 U.S.C. § 1829(b)) 


Section 21 of the Federal Deposit Insurance Act (12 U.S.C. § 1829(b)) [§ 31.1] 
applies by its terms only to banks insured by the FDIC. It contains and recites the 
congressional findings of the purposes above stated. The major requirements of the 
section are: 

(1) Insured banks must record the identities of persons having accounts with them 
and of persons having signature authority over such accounts; the record must 
be made in the form prescribed by the Secretary of the Treasury; 

(2) To the extent determined by the Secretary by regulations, banks must make 
and maintain microfilm or other reproductions of each check, draft, or other 
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instrument drawn on them and presented to them for payment and maintain 
a record of each check, draft, and other instrument received by them for 
deposit or collection together with an identification of the party for whose 
account it is to be deposited or collected. 

The section also authorizes the Secretary to require insured banks to maintain a 
record of the identity of all individuals who engage in transactions which are report- 
able by the bank under the Currency and Foreign Transaction Reporting Act (31 
U.S.C. §§ 1051-1122). 


€ 101.5. Institutions insured under the National Housing Act 


12 U.S.C. § 1730(d)—{]| 102.1—is an amendment to the National Housing Act 
authorizing the Secretary to apply similar record-keeping requirements to “institu- 
tions” insured thereunder. 


€ 101.6. Currency and foreign transactions reporting 


A part of the statute—Title II of Public Law 91-508—which may be cited as the 
Currency and Foreign Transactions Reporting Act, classified to 31 U.S.C. §§ 1051- 
1122—{ 112.1-— { 133.1—together with Public Law 93-1101 classified to 31 U.S.C. 
§§ 1141-1143, provide for the establishment of reporting of: 

(a) Certain domestic currency transactions; 

(b) The exporting or importing of monetary instruments; and 

(c) Foreign financial transactions. 


€ 101.7. Domestic financial transactions 


31 U.S.C. § 1081 delegates to the Secretary of the Treasury the authority for speci- 
fying the currency transactions which should be reported “if they involve the pay- 
ment, receipt or transfer of United States currency or such other monetary instru- 
ments as the Secretary may specify.” Section 1082 provides that the Secretary may 
require such reports from the domestic financial institutions or the parties to the 
transaction or both. 31 U.S.C. § 1083 authorizes the Secretary to designate financial 
institutions as agents of the United States to receive such reports. 

For the present, the regulations require that a report be made of each deposit, 
withdrawal, exchange of currency, or other payment or transfer which involves a 
transaction in currency of more than $10,000. 

Certain intrabank transactions are exempted from the requirements, as also trans- 
actions with an established customer maintaining a deposit relationship commensu- 
rate with the customary conduct of the business industry or profession of the cus- 
tomer. There is a provision, however, that the names of all customers whose cur- 
rency transactions in excess of $10,000 are not reported in the prescribed form shall 
be reported if a demand is made by the Secretary. 

Provision exists for transmittal in confidence of the information obtained by the 
Secretary to other departments and agencies of the United States. 

The Secretary may in his sole discretion make exceptions to or grant exemptions 
from the requirements of the regulations. 





BANK SECRECY ACT q 101.26 


COMMENTARY 


€ 101.8. Foreign financial transaction reporting requirements 


Chapter 3 of Title II of the so-called Bank Secrecy Act—31 U.S.C. § 1101 
et seq.—and the regulations thereunder require reports to be made by any person 
who, whether a principal, agent or bailee, or by agent or bailee, transports monetary 
instruments into or out of the United States or receives such instruments in the United 
States from places outside the United States, if the transaction involves instruments 
of a value greater than $5,000 on any one occasion. Various classes of persons are 
exempted from making reports, including banks, brokers or dealers in securities, 
common carriers, and others engaged in the business of transporting currency for 
banks. Provisions exist for the forfeiture of the monetary instruments transported 
without complying with the filing requirements. 

31 U.S.C. § 1121 authorizes the Secretary to prescribe regulations requiring resi- 
dents and citizens of the United States as well as nonresidents in the United States 
who do business therein to maintain records and file reports with respect to their 
transactions and relationship with foreign financial agencies. The regulations framed 
require each person subject to the jurisdiction of the United States to make a report 
on yearly tax returns of any “financial interest in or signature or other authority over 
a bank, securities, or other financial account in a foreign country.” 


COURT DECISIONS 


{ 101.26. Bank Secrecy Act: Record- 
keeping and reporting requirements 
constitutional. Regulations promul- 
gated under the so-called Bank Secrecy 
Act (12 U.S.C. §§1829b, 1730d, 1951- 
1959, and 31 U.S.C. §§ 1051-1122 
requiring record-keeping by banks did 
not deprive them of due process by im- 
posing unreasonable burdens upon the 
banks, nor did the compulsory main- 
tenance of records by the banks con- 
stitute an unlawful seizure or invasion 
of privacy in violation of the Constitu- 
tion. Depositors who did not allege en- 
gaging in the type of $10,000 domestic 
currency transaction requiring reporting 
lacked standing to challenge the domes- 
tic reporting regulation. California 
Bankers Ass’n v. Schultz, 94 S. Ct. 
1494 (1974). 

The plaintiffs, several named indi- 
vidual bank customers, the Security Na- 
tional Bank, the California Bankers 
Association, and the American Civil 
Liberties Union, suing on behalf of 


itself and its various bank customer 
members, applied for a temporary re- 
straining order prohibiting the defend- 
ants from enforcing the provisions of the 
Bank Secrecy Act. The Act authorizes 
the Secretary of the Treasury to pre- 
scribe by regulation certain bank 
record-keeping and reporting require- 
ments. The purpose of the Act is to 
obtain financial information having a 
high degree of usefulness in criminal, 
tax, or regulatory investigations or pro- 
ceedings. The Act requires financial 
institutions to maintain records of their 
customers’ identities, to make micro- 
film copies of checks and similar instru- 
ments, and to report to the Federal 
government certain foreign and domes- 
tic financial transactions. In addition, 
it requires reports concerning the trans- 
portation of currency and specified in- 
struments exceeding $5,000 into or 
out of the country. Also, financial in- 
stitutions are required to maintain a 
microfilm of each extension of credit 
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exceeding $5,000. The regulations fur- 
ther require that a report be made to 
the Internal Revenue Service for each 
deposit, withdrawal, exchange of cur- 
rency, or other payment or transfer 
which involves a transaction in cur- 
rency of more than $10,000. 31 C.F.R. 
§ 103.22. The Act imposes civil and 
criminal penalties for violation of the 
regulations under the Act; in the ab- 
sence of such regulations no penalties 
are activated. 

Plaintiffs contended that the Act and 
regulations were violative of the Fourth 
Amendment’s guarantee against unrea- 
sonable search and seizure. They also 
claimed violations of due process, the 
right to privacy, the Fifth Amendment’s 
privilege against self-incrimination, and 
the First Amendment’s guarantee of 
free speech and association. The Court 
upheld the Act as constitutional. It 
found that the record-keeping require- 
ments did not impose an unreasonable 
burden upon the banks, nor did they 
seek to make the banks agents of the 
government in surveillance of its citi- 
zens. That the purpose of the Act was 
not to regulate banks was unimportant. 
Provisions requiring reporting or rec- 
ord-keeping by the paying institution 
rather than the individual who receives 
payment are not unique. Here, Con- 
gress determined that record-keeping 
alone would suffice for its purposes and 
that no correlative substantive legisla- 
tion was required. In this regard, the 
Court stated that 


“Neither this fact, nor the fact that 
the principal congressional concern 
is with the activities of the banks’ 
customers, rather than with the ac- 
tivities of the banks themselves, serve 
to invalidate the legislation on due 
process grounds.” 


The Court further found that there was 
sufficient connection between the evil 
Congress sought to redress, and the 
record-keeping procedure it required, 
to satisfy the due process clause. A bank 
is a party to any negotiable instrument 
drawn upon it by a depositor and is not 
an uninterested bystander in these 
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transactions. If records of transactions 
of negotiable instruments were to be 
kept available as evidence in legal pro- 
ceedings, a bank, the most easily iden- 
tifiable party to the instrument, should 
be charged with the record-keeping. 
Access to these records is controlled by 
existing legal process, and the regula- 
tions do not require that information 
be disclosed to the government. The 
record-keeping and reporting is not an 
unlawful search of the banks and its 
customers. 

The regulations require reporting of 
both foreign and domestic banking 
transactions with the difference that the 
domestic reporting provisions thus far 
promulgated apply only to banks and 
financial institutions, whereas the for- 
eign reporting requirements require in- 
dividuals to report on their transactions 
abroad. The Court found that the re- 
quirement that individuals report on 
their foreign banking actions did not 
violate the Fourth Amendment. It 
stated that: 


“[T]he Secretary’s regulations do not 
authorize indiscriminate rummaging 
among the records of the plaintiffs, 
nor do the reports they require deal 
with literary material; the informa- 
tion sought is about commerce, not 
literature. The reports of foreign fi- 
nancial transactions required by the 
regulations must contain information 
as to a relatively limited group of fi- 
nancial transactions in foreign com- 
merce, and are reasonably related to 
the statutory purpose of assisting in 
the enforcement of the laws of the 
United States.” 


The Court relied on the fact that the 
information required by the foreign re- 
porting requirements pertained only to 
commercial transactions which took 
place across national boundaries. In 
this respect the Court noted: 


“If reporting of income may be re- 
quired as an aid to enforcement of 
the federal revenue statutes, and if 
those entering and leaving the coun- 
try may be examined as to their be- 
longings and effects, all without 





II-5 BANK SECRECY ACT 


violating the Fourth Amendment, we 
see no reason to invalidate the Sec- 
retary’s regulations here.” 


Similarly, the Court also found that the: 


“Secretary’s requirements for the 
reporting of domestic financial trans- 
actions abridge no Fourth Amend- 
ment right of the banks themselves. 
The bank is not a mere stranger or 
bystander with respect to the trans- 
actions which it is required to record 
or report. The bank is itself a party 
to each of these transactions, earns 
portions of its income from conduct- 
ing such transactions, and in the past 
may have kept records of similar 
transactions on a voluntary basis for 
its own purposes. See United States 
v. Biswell, 406 U.S. 311, 316, 92 
S. Ct. 1593, 1596, 32 L. Ed. 2d 87 
(1972). The regulations presently in 
effect governing the reporting of 
domestic currency transactions re- 
quire information as to the personal 
and business identity of the person 
conducting the transaction and of 
the person or organization for whom 
it was conducted, as well as a sum- 
mary description of the nature of the 
transaction. It is conceivable, and 
perhaps likely, that the bank might 
not of its own volition compile this 
amount of detail for its own pur- 
poses, and therefore to that extent 
the regulations put the bank in the 
position of seeking information from 
the customer in order to eventually 
report it to the Government. But as 
we have noted above, ‘neither in- 
corporated nor unincorporated asso- 
ciations can plead an unqualified 
right to conduct their affairs in sec- 
ret.’ United States v. Morton Salt 
Co., supra, 338 U.S., at 652, 70 S. 
Ct., at 368.” 


In regard to plaintiff depositors, the 
Court held they lacked standing to 
challenge the domestic reporting re- 
quirements since they did not show 
that they were involved in the type of 
transaction required to be reported. 
Fifth Amendment challenges to the for- 
eign and domestic reporting require- 
ments by the plaintiff depositors were 
found to be premature. The bank plain- 
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tiffs, being corporations, had no consti- 
tutional privilege against compulsory 
self-incrimination by virtue of the Fifth 
Amendment. Plaintiff American Civil 
Liberties Union’s challenges based on 
the First Amendment were found not 
to present a concrete controversy for 
the court’s adjudication. 

In a concurring opinion, Mr. Justice 
Powell, with whom Mr. Justice Black- 
mun joined, specifically limited their 
concurrence to the validity of the Act 
as narrowed by the regulations, point- 
ing out, 


“A significant extension of the regu- 
lation’s reporting requirements, how- 
ever, would pose substantial and 
difficult constitutional questions for 
me. In their full reach, the reports 
apparently authorized by the open- 
ended language of the Act touch 
upon intimate areas of an individu- 
al’s personal affairs. Financial trans- 
actions can reveal much about a 
person’s activities, associations, and 
beliefs. At some point, governmental 
intrusion upon these areas would 
implicate legitimate expectations of 
privacy. Moreover, the potential for 
abuse is particularly acute where, as 
here, the legislative scheme permits 
access to this information without 
invocation of the judicial process. 
In such instances, the important re- 
sponsibility for balancing societal 
and individual interests is left to un- 
reviewed executive discretion, rather 
than the scrutiny of a neutral magis- 
trate. United States v. United States 
District Court, 407 U.S. 297, 316- 
317, 92 S. Ct. 2125, 2136-2137, 32 
L. Ed. 2d 752 (1971).” 


Justices Douglas, Brennan, and Mar- 
shall dissented. 


§ 101.27. IRS entitled to certain 
data from banks: Requirement consti- 
tutional.—Act of bank in notifying the 
Federal Reserve Bank that defendants 
had deposited over $10,000 in their 
savings account which information was 
relayed to the Secretary of the Treasury 
who in turn conveyed it to the Internal 
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Revenue Service did not violate the 
defendants’ constitutional rights. United 
States v. Ginsburg, 376 F. Supp. 714 
(D. Conn. 1974). 

Financial institutions are required to 
inform the Federal Reserve Bank, by 
means of monthly TCR-1 reports, of all 
transactions involving $10,000 or more 
of United States currency in any de- 
nominations. 31 C.F.R. § 102.1(b). 
Acting under this regulation, the bank 
notified the Federal Reserve Bank of 
defendants’ deposit and the informa- 
tion eventually was given to the tax 
fraud division of the IRS with the re- 
sult that a seven count indictment was 
returned against defendants. 

The court found that defendants’ 
rights under the Fourth and Fifth 
Amendments were not violated. The 
defendants, as bank customers, had ne 
proprietary interest in the TCR-1 forms 
containing the information. The re- 
port was submitted by the bank with 
whom defendants had no established 


legal privilege and concerned only mat- 
ters relating to the bank’s own transac- 
tions with the depositors. There was 
no disclosure of defendants’ personal 
and private transactions such as might 
violate the Fourth Amendment. Nor 
was the regulation so vague as to result 
in unequal treatment contrary to the 
provisions of the Fifth Amendment. 

The court held that the Federal Re- 
serve Bank acted properly in transmit- 
ting the TCR-1 form to the Secretary 
of the Treasury. The regulation itself, 
prescribing that the form be filed with 
the Federal Reserve Bank, was pro- 
mulgated by the Secretary of the Trea- 
sury. The delegation of the duty of 
initial review to another agency cannot 
serve to preempt the delegating au- 
thority from receiving the same infor- 
mation. In addition, it was held that 
the eventual dissemination of the data 
to the IRS was merely an interdepart- 
mental transfer within the Department 
of Treasury. 


THE NATIONAL HOUSING ACT 


Retention of records by insured institutions [€ 111.1] 
National Housing Act § 411 (12 U.S.C. § 1730(d)) 


The Secretary of the Treasury shall prescribe such regulations as may be appro- 
priate to carry out, with respect to insured institutions, the purposes set forth in 
section 1829b of this title with respect to insured banks. June 27, 1934, c. 847, 
Title IV, § 411, as added Oct. 26, 1970, Pub. L. 91-508, Title I, § 102, 84 Stat. 


1116. 


PUBLIC LAW 91-508 


Financial record-keeping [€ 121.1] 


Public Law 91-508 § 121 (12 U.S.C. § 1951) 


Congressional findings and declaration of purpose 


(a) The Congress finds that certain records maintained by businesses engaged 
in the functions described in section 1953(b) of this title have a high degree of 
usefulness in criminal, tax, and regulatory investigations and proceedings. The 
Congress further finds that the power to require reports of changes in the owner- 
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ship, control, and managements of types of financial institutions referred to in 
section 1952 of this title may be necessary for the same purpose. 

(b) It is the purpose of this chapter to require the maintenance of appropriate 
types of records and the making of appropriate reports by such businesses in the 
United States where such records or reports have a high degree of usefulness in 
criminal, tax, or regulatory investigations or proceedings. 


Pub. L. 91-508, Title I, § 121, Oct. 26, 1970, 84 Stat. 1116. 


Reports on ownership and control [€ 122.1] 
Public Law 91-508 § 122 (12 U.S.C. § 1952) 


Where the Secretary determines that the making of appropriate reports by un- 
insured banks or uninsured institutions of any type with respect to their ownership, 
control, and managements and any changes therein has a high degree of usefulness 
in criminal, tax, or regulatory investigations or proceedings, he may by regulation 
require such banks or institutions to make such reports as he determines in respect 
of such ownership, control, and managements and changes therein. 


Pub. L. 91-508, Title I, § 122, Oct. 26, 1970, 84 Stat. 1116. 


Record-keeping and procedures [€ 123.1] 
Public Law 91-508 § 123 (12 U.S.C. § 1953) 


(a) Where the Secretary determines that the maintenance of appropriate records 
and procedures by any uninsured bank or uninsured institution, or any person en- 
gaging in the business of carrying on in the United States any of the functions re- 
ferred to in subsection (b) of this section, has a high degree of usefulness in crimi- 
nal, tax, or regulatory investigations or proceedings, he may by regulation require 
such bank, institution, or person— 

(1) to require, retain, or maintain, with respect to its functions as an un- 
insured bank or uninsured institution or its functions referred to in subsection 
(b) of this section, any records or evidence of any type which the Secretary is 
authorized under section 1829b of this title to require insured banks to require, 
retain, or maintain; and 

(2) to maintain procedures to assure compliance with requirements imposed 
under this chapter. For the purposes of any civil or criminal penalty, a separate 
violation of any requirement under this paragraph occurs with respect to each 
day and each separate office, branch, or place of business in which the violation 
occurs or continues. 

(b) The authority of the Secretary under this section extends to any person 
engaging in the business of carrying on any of the following functions: 

(1) Issuing or redeeming checks, money orders, travelers’ checks, or similar 
instruments, except as an incident to the conduct of its own nonfinancial business. 

(2) Transferring funds or credits domestically or internationally. 

(3) Operating a currency exchange or otherwise dealing in foreign currencies 
or credits. 

(4) Operating a credit card system. 

(5) Performing such similar, related, or substitute functions for any of the 
foregoing or for banking as may be specified by the Secretary in regulations. 


Pub. L. 91-508, Title I, § 123, Oct. 26, 1970, 84 Stat. 1116. 
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Injunctions [€ 124.1] 
Public Law 91-508 § 124 (12 U.S.C. § 1954) 


Whenever it appears to the Secretary that any person has engaged, is engaged, 
or is about to engage in any acts or practices constituting a violation of any regu- 
lation under this chapter, he may in his discretion bring an action, in the proper 
district court of the United States or the proper United States court of any territory 
or other place subject to the jurisdiction of the United States, to enjoin such acts 
or practices, and upon a proper showing a permanent or temporary injunction or 
restraining order shall be granted without bond. Upon application of the Secretary, 
any such court may also issue mandatory injunctions commanding any person to 
comply with any regulation of the Secretary under this chapter. 


Pub. L. 91-508, Title I, § 124, Oct. 26, 1970, 84 Stat. 1117. 


Civil penalties [€ 125.1] 
Public Law 91-508 § 125 (12 U.S.C. § 1955) 


(a) For each willful violation of any regulation under this chapter, the Secretary 
may assess upon any person to which the regulation applies, and, if such person 
is a partnership, corporation, or other entity, upon any partner, director, officer, or 
employee thereof who willfully participates in the violation, a civil penalty not 
exceeding $1,000. 

(b) In the event of the failure of any person to pay any penalty assessed under 
this section, a civil action for the recovery thereof may, in the discretion of the 
Secretary, be brought in the name of the United States. 


Pub. L. 91-508, Title I, § 125, Oct. 26, 1970, 84 Stat. 1117. 


Criminal penalty [€ 126.1] 
Public Law 91-508 § 126 (12 U.S.C. § 1956) 


Whoever willfully violates any regulation under this chapter shall be fined not 
more than $1,000 or imprisoned not more than one year, or both. 


Pub. L. 91-508, Title I, § 126, Oct. 26, 1970, 84 Stat. 1118. 


Additional criminal penalty in certain cases [ 127.1] 
Public Law 91-508 § 127 (12 U.S.C. § 1957) 


Whoever willfully violates any regulation under this chapter, section 1829b of 
this title, or section 1730d of this title, where the violation is committed in further- 
ance of the commission of any violation of Federal law punishable by imprison- 
ment for more than one year, shall be fined not more than $10,000 or imprisoned 
not more than five years, or both. 


Pub. L. 91-508, Title I, § 127, Oct. 26, 1970, 84 Stat. 1118. 
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Compliance [€ 128.1] 
Public Law 91-508 § 128 (12 U.S.C. § 1958) 


The Secretary shall have the responsibility to assure compliance with the require- 
ments of this chapter and sections 1730d and 1829b of this title and may delegate 
such responsibility to the appropriate bank supervisory agency, or other supervisory 
agency. 


Pub. L. 91-508, Title I, § 128, Oct. 26, 1970, 84 Stat. 1118. 


Administrative procedure [§ 129.1] 
Public Law 91-508 § 129 (12 U.S.C. § 1959) 


The administrative procedure and judicial review provisions of subchapter II of 
chapter 5 and chapter 7 of Title 5 shall apply to all proceedings under this chapter, 
section 1829b of this title, and section 1730d of this title. 


Pub. L. 91-508, Title I, § 129, Oct. 26, 1970, 84 Stat. 1118. 


THE CURRENCY AND FOREIGN TRANSACTION 
REPORTING ACT 


Short title [{ 141.1] 
CFTR Act § 201 


This title may be cited as the “Currency and Foreign Transactions Reporting 
Act” (CFTR Act). 


Congressional declaration of purpose [{ 142.1] 
CFTR Act § 202 (31 U.S.C. § 1051) 


It is the purpose of this chapter to require certain reports or records where such 
reports or records have a high degree of usefulness in criminal, tax, or regulatory 
investigations or proceedings. 


Pub. L. 91-508, Title II, § 202, Oct. 26 1970, 84 Stat. 1118. 


Definitions and rules of construction [§ 143.1] 
CFTR Act § 203 (31 U.S.C. § 1052) 


(a) The definitions and rules of construction set forth in this section apply for 
the purposes of this chapter. 

(b) The term “Secretary” means the Secretary of the Treasury. 

(c) The term “person” includes natural persons, partnerships, trusts, estates, 
associations, corporations, and all entities cognizable as legal personalities. The 
term also includes any governmental department or agency specified by the Secre- 
tary either for the purpose of this chapter generally or any particular requirement 
thereunder. 
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(d) The term “United States” used in a geographical sense, includes the States 
and the District of Columbia, and to the extent the Secretary shall by regulation 
specify, either for the purposes of this chapter generally or any particular require- 
ment thereunder, the Commonwealth of Puerto Rico, the possessions of the United 
States, United States military establishments, and United States diplomatic estab- 
lishments. 

(e) The term “financial institution” means any person which does business in 
any one or more of the following capacities: 

(1) an insured bank as defined in section 1813 of Title 12; 

(2) a commercial bank or trust company; 

(3) a private banker; 

(4) an agency or a branch within the United States of any foreign bank; 

(5) an insured institution as defined in section 1724 of Title 12; 

(6) a savings bank, building and loan association, credit union, industrial 
bank, or other thrift institution; 

(7) a broker or dealer registered with the Securities and Exchange Commis- 

sion under the Securities Exchange Act of 1934; 

(8) a broker or dealer in securities or commodities; 
(9) an investment banker or investment company; 
(10) a currency exchange; 
(11) an issuer, redeemer or cashier of travelers’ checks, checks, money 
orders, or similar instruments; 
(12) an operator of a credit card system; 
(13) an insurance company; 
(14) a dealer in precious metals, stones, or jewels; 
(15) a pawnbroker; 
(16) a loan or finance company; 
(17) a travel agency; 
(18) a licensed transmitter of funds; 
(19) a telegraph company; 
(20) a Federal, State, or local government institution which performs any of 
the functions of any of the businesses listed above; or 
(21) any other type of business or institution performing similar, related, or 
substitute functions specified by the Secretary by regulation for the purposes of 
the provision of this chapter to which the regulation relates. 

(f) The term “domestic”, used with reference to institutions or agencies, limits 
the applicability of the provision wherein it appears to the performance by such 
institutions or agencies of functions within the United States. 

(g) The term “financial agency” means any person which acts in the capacity 
of a financial institution or in the capacity of a bailee, depository trustee, agent, or 
in any other similar capacity with respect to money, credit, securities, or gold or 
transactions therein, on behalf of any person other than a government, a monetary 
or financial authority when acting as such, or an international financial institution 
of which the United States is a member. 

(h) The term “foreign”, used with reference to institutions or agencies, limits 
the applicability of the provision wherein it appears to the performance by such 
institutions or agencies of functions outside the United States. 

(i) References to this chapter or any provision thereof include regulations issued 
under this chapter or the provision thereof in question. 

(j) All reports required under this chapter and all records of any such reports 
are specifically exempted from disclosure under section 552 of Title 5. 

(k) For the purposes of section 1001 of Title 18 the contents of reports re- 
quired under any provision of this chapter are statements and representations in 
matters within the jurisdiction of an agency of the United States. 
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(1) The term “monetary instruments” means coin and currency of the United 
States, and in addition, such foreign coin and currencies, and such types of travelers’ 
checks, bearer negotiable instruments, bearer investment securities, bearer securi- 
ties, and stock with title passing upon delivery, or the equivalent thereof, as the 
Secretary may by regulation specify for the purposes of the provision of this chapter 
to which the regulation relates. 


Pub. L. 91-508, Title II, § 203, Oct. 26, 1970, 84 Stat. 1118. 


Regulations [{ 144.1] 
CFTR Act § 204 (31 U.S.C. § 1053) 


The Secretary shall prescribe such regulations as he may deem appropriate to = 
carry out the purposes of this chapter. 


Pub. L. 91-508, Title IT, § 204, Oct. 26, 1970, 84 Stat. 1120. 


Compliance [€ 145.1] 
CFTR Act § 205 (31 U.S.C. § 1054) 


(a) The Secretary shall have the responsibility to assure compliance with the 
requirements of this chapter and may delegate such responsibility to the appropriate 
bank supervisory agency, or other supervisory agency. 

(b) The Secretary may by regulation require any class of domestic financial 
institutions to maintain such procedures as he may deem appropriate to assure 
compliance with the provisions of this chapter. For the purposes of both civil and 
criminal penalties for violations of this section, a separate violation shall be deemed 
to occur with respect to each day and each separate office, branch, or place of 
business in which the violation occurs or continues. 


Pub. L. 91-508, Title II, § 205, Oct. 26, 1970, 84 Stat. 1120. 


Exemptions [€ 146.1] 
CFTR Act § 206 (31 U.S.C. § 1055) 


The Secretary may make such exemptions from any requirement otherwise im- 
posed under this chapter as he may deem appropriate. Any such exemption may 
be conditional or unconditional, by regulation, order, or licensing, or any combina- 
tion thereof, and may relate to any particular transaction, to the type or amount 5 
of the transaction, to the party or parties or the classification of parties, or to any = 
combination thereof. The Secretary may in his discretion, in any manner giving 
actual or constructive notice to the parties affected, revoke any exemption made 
under this section. Any such revocation shall remain in effect pending any judicial 
review. 


Pub. L. 91-508, Title IT, § 206, Oct. 26, 1970, 84 Stat. 1120. 
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Civil penalty [€ 147.1] 
CFTR Act § 207 (31 U.S.C. § 1056) 


(a) For each willful violation of this chapter, the Secretary may assess upon 
any domestic financial institution, and upon any partner, director, officer, or em- 
ployee thereof who willfully participates in the violation, a civil penalty not exceed- 
ing $1,000. 

(b) In the event of the failure of any person to pay any penalty assessed under 
this chapter, a civil action for the recovery thereof may, in the discretion cf the 
Secretary, be brought in the name of the United States. 


Pub. L. 91-508, Title II, § 207, Oct. 26, 1970, 84 Stat. 1120. 


Injunctions [© 148.1] 
CFTR Act § 208 (12 U.S.C. § 1057) 


Whenever it appears to the Secretary that any person has engaged, is engaged, 
or is about to engage in any acts or practices constituting a violation of the pro- 
visions of this chapter, or of any order thereunder, he may in his discretion bring 
an action, in the proper district court of the United States or the proper United 
States court of any territory or other place subject to the jurisdiction of the United 
States, to enjoin such acts or practices, and upon a proper showing a permanent 
or temporary injunction or restraining order shall be granted without bond. Upon 
application of the Secretary, any such court may also issue mandatory injunctions 
commanding any person to comply with the provisions of this chapter or any order 
of the Secretary made in pursuance thereof. 


Pub. L. 91-508, Title II, § 208, Oct. 26, 1970, 84 Stat. 1120. 


Criminal penalty [€ 149.1] 
CFTR Act § 209 (31 U.S.C. § 1058) 


Whoever willfully violates any provision of this chapter or any regulation under 
this chapter shall be fined not more than $1,000, or imprisoned not more than one 
year, or both. 


Pub. L. 91-508, Title II, § 209, Oct. 26, 1970, 84 Stat. 1121. 


Additional criminal penalty in certain cases [€ 150.1] 
CFTR Act § 210 (31 U.S.C. § 1059) 


Whoever willfully violates any provision of this chapter where the violation is— 
(1) committed in furtherance of the commission of any other violation of 
Federal law, or 
(2) committed as part of a pattern of illegal activity involving transactions 
exceeding $100,000 in any twelve-month period, 
shall be fined not more than $500,000 or imprisoned not more than five years, or 
both. 


Pub. L. 91-508, Title II, § 210, Oct. 26, 1970, 84 Stat. 1121. 
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Immunity of witnesses [{ 151.1] 
CFTR Act § 211 (31 U.S.C. § 1060) 


Whenever a witness refuses on the basis of his privilege against self-incrimina- 
tion, to testify or provide other information in a proceeding involving any violation 
of this chapter before or ancillary to— 

(1) a court or grand jury of the United States, 

(2) an agency of the United States, or 

(3) either House of Congress, a joint committee of the two Houses, or a 

committee or a subcommittee of either House, 

and the person presiding over the proceeding communicates to the witness an order 
requiring him to give testimony or provide other information, the witness may not 
refuse to comply with the order on the basis of his privilege against self-incrimina- 
tion. No such testimony or other information so compelled under the order or 
evidence or other information which is obtained by the exploitation of such testi- 
mony may be used against the witness in any criminal case, except a prosecution 
for perjury, giving a false statement, or otherwise failing to comply with the order. 


Pub. L. 91-508, Title II, § 211, Oct. 26, 1970, 84 Stat. 1121. 


Availability of information to other federal agencies [{ 152.1] 
CFTR Act § 212 (31 U.S.C. § 1061) 


The Secretary shall, upon such conditions and pursuant to such procedures as 
he may by regulation prescribe, make any information set forth in reports filed 
pursuant to this chapter available for a purpose consistent with the provisions of 
this chapter to any other department or agency of the Federal Government on the 
request of the head of such department or agency. 


Pub. L. 91-508, Title II, § 212, Oct. 26, 1970, 84 Stat. 1121. 


Administrative procedure [€ 153.1] 
CFTR Act § 213 (31 U.S.C. § 1062) 


Subject to section 1052(j) of this title, the administrative procedure and judicial 
review provisions of subchapter II of chapter 5 and chapter 7 of Title 5, shall apply 
to all proceedings under this chapter. 


Pub. L. 91-508, Title II, § 213, Oct. 26, 1970, 84 Stat. 1121. 


Reports [€ 161.1] 
CFTR Act § 221 (31 U.S.C. § 1081) 


Transactions involving any domestic financial institution shall be reported to the 
Secretary at such time, in such manner, and in such detail as the Secretary may 
require if they involve the payment, receipt, or transfer of United States currency, 
or such other monetary instruments as the Secretary may specify, in such amounts, 
denominations, or both, or under such circumstances, as the Secretary shall by 
regulation prescribe. 


Pub. L. 91-508, Title II, § 221, Oct. 26, 1970, 84 Stat. 1122. 
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Persons required to file reports [4 162.1] 
CFTR Act § 222 (31 U.S.C. § 1082) 


The report of any transaction required to be reported under this subchapter shall 
be signed or otherwise made both by the domestic financial institution involved and 
by one or more of the other parties thereto or participants therein, as the Secretary 
may require. If any party to or participant in the transaction is not an individual 
acting only for himself, the report shall identify the person or persons on whose 
behalf the transaction is entered into, and shall be made by the individuals acting 
as agents or bailees with respect thereto. 


Pub. L. 91-508, Title IT, § 222, Oct. 26, 1970, 84 Stat. 1122. 


Reporting procedure [€ 163.1] 
CFTR Act § 223 (31 U.S.C. § 1083) 


(a) The Secretary may in his discretion designate domestic financial institutions, 
individually or by class, as agents of the United States to receive reports required 
under this subchapter, except that an institution which is not insured, chartered, 
examined, or registered as such by any agency of the United States may not be so 
designated without its consent. The Secretary may suspend or revoke any such 
designation for any violation of this chapter; or section 1730d or 1829b of Title 12. 

(b) Any person (other than an institution designated under subsection (a) of 
this section) required to file a report under this subchapter with respect to a trans- 
action with a domestic financial institution shall file the report with that institution, 
except that (1) if the institution is not designated under subsection (a) of this 
section, the report shall be filed as the Secretary shall prescribe, and (2) any such 
person may, at his election and in lieu of filing the report in the manner hereinabove 
prescribed, file the report with the Secretary. Domestic financial institutions desig- 
nated under subsection (a) of this section shall transmit reports filed with them, 
and shall file their own reports, as the Secretary shall prescribe. 


Pub. L. 91-508, Title I, § 223, Oct. 26, 1970, 84 Stat. 1122. 


Reports—persons required to file [€ 171.1] 
CFTR Act § 231 (31 U.S.C. § 1101) 


Reports of Exports and Imports of Monetary Instruments 


(a) Except as provided in subsection (c) of this section, whoever, whether as 
principal, agent, or bailee, or by an agent or bailee, knowingly— 
(1) transports or causes to be transported monetary instruments— 
(A) from any place within the United States to or through any place out- 
side the United States, or 
(B) to any place within the United States from or through any place out- 
side the United States, or 
(2) receives monetary instruments at the termination of their transportation 
to the United States from or through any place outside the United States 
in an amount exceeding $5,000 on any one occasion shall file a report or reports 
in accordance with subsection (b) of this section. 
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Contents of filed report 


(b) Reports required under this section shall be filed at such times and places, 
and may contain such of the following information and any additional information, 
in such form and in such detail, as the Secretary may require: 

(1) The legal capacity in which the person filing the report is acting with re- 
spect to the monetary instruments transported. 

(2) The origin, destination, and route of the transportation. 

(3) Where the monetary instruments are not legally and beneficially owned 
by the person transporting the same, or are transported for any purpose other 
than the use in his own behalf of the person transporting the same, the identities 
of the person from whom the monetary instruments are received, or to whom 
they are to be delivered, or both. 

(4) The amounts and types of monetary instruments transported. 


Common carriers 


(c) Subsection (a) of this section does not apply to any common carrier of 
passengers in respect of monetary instruments in the possession of its passengers, 
nor to any common carrier of goods in respect of shipments of monetary instru- 
ments not declared to be such by the shipper. 


Pub. L. 91-508, Title II, § 231, Oct. 26, 1970, 84 Stat. 1122. 


Forfeiture [€ 172.1] 
CFTR Act § 232 (31 U.S.C. § 1102) 


(a) Any monetary instruments which are in the process of any transportation 
with respect to which any report required to be filed under section 1101(a) of this 
title either has not been filed or contains material omissions or misstatements are 
subject to seizure and forfeiture to the United States. 

(b) For the purpose of this section, monetary instruments transported by mail, 
by any common carrier, or by any messenger or bailee, are in process of transporta- 
tion from the time they are delivered into the possession of the postal service, 
common carrier, messenger, or bailee until the time they are delivered into or 
retained in the possession of the addressee or intended recipient or any agent of 
the addressee or intended recipient for purposes other than further transportation 
within, or across any border of, the United States. 


Pub. L. 91-508, Title II, § 232, Oct. 26, 1970, 84 Stat. 1123. 


Civil liability [{ 173.1] 
CFTR Act § 233 (31 U.S.C. § 1103) 


The Secretary may assess a civil penalty upon any person who fails to file any 
report required under section 1101 of this title, or who files such a report contain- 
ing any material omission or misstatement. The amount of the penalty shall not 
exceed the amount of the monetary instruments with respect to whose transporta- 
tion the report was required to be filed. The liabilities imposed by this subchapter 
are in addition to any other liabilities, civil or criminal, except that the liability 
under this section shall be reduced by any amount actually forfeited under section 
1102 of this title. 


Pub. L. 91-508, Title IT, § 233, Oct. 26, 1970, 84 Stat. 1123 
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Remission of forfeiture or penalty [{ 174.1] 
CFTR Act § 234 (31 U.S.C. § 1104) 


The Secretary may in his discretion remit any forfeiture or penalty under this 
subchapter in whole or in part upon such terms and conditions as he deems reason- 
able and just. 


Pub. L. 91-508, Title II, § 234, Oct. 26, 1970, 84 Stat. 1123. 


Enforcement authority [€ 175.1] 
CFTR Act § 235 (31 U.S.C. § 1105) 


(a) If the Secretary has reason to believe that monetary instruments are in the 
process of transportation and with respect to which a report required under section 
1101 of this title has not been filed or contains material omissions or misstatements, 
he may apply to any court of competent jurisdiction for a search warrant. Upon a 
showing of probable cause, the court may issue a warrant authorizing the search of 
any or all of the following: 

(1) One or more designated persons. 

(2) One or more designated or described places or premises. 

(3) One or more designated or described letters, parcels, packages, or other 
physical objects. 

(4) One or more designated or described vehicles. 


Any application for a search warrant pursuant to this section shall be accompanied 
by allegations of fact supporting the application. 

(b) This section is not in derogation of the authority of the Secretary under any 
other law. 


Pub. L. 91-508, Title II, § 235, Oct. 26, 1970, 84 Stat. 1123. 


Records and reports [€ 181.1] 
CFTR Act § 241 (31 U.S.C. § 1121) 


Foreign transactions 


(a) The Secretary of the Treasury, having due regard for the need to avoid 
impeding or controlling the export or import of currency or other monetary instru- 
ments and having due regard also for the need to avoid burdening unreasonably 
persons who legitimately engage in transactions with foreign financial agencies, 
shall by regulation require any resident or citizen of the United States, or person 
in the United States and doing business therein, who engages in any transaction 
or maintains any relationship, directly or indirectly, on behalf of himself or another, 
with a foreign financial agency to maintain records or to file reports, or both, setting 
forth such of the following information, in such form and in such detail, as the 
Secretary may require: 

(1) The identities and addresses of the parties to the transaction or relation- 
ship. 
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(2) The legal capacities in which the parties to the transaction or relationship 
are acting, and the identities of the real parties in interest if one or more of the 
parties are not acting solely as principals. 

(3) A description of the transaction or relationship including the amounts of 
money, credit, or other property involved. 

(b) No person required to maintain records under this section shall be required 
to produce or ot!, rwise disclose the contents of the records except in compliance 
with a subpena or summons duly authorized and issued or as may otherwise be 
required by law. 


Pub. L. 91-508, Title II, § 241, Oct. 26, 1970, 84 Stat. 1124. 


Classifications and requirements [€ 182.1] 
CFTR Act § 242 (31 U.S.C. § 1122) 


The Secretary may prescribe: 

(1) Any reasonable classification of persons subject to or exempt from any 
requirement imposed under section 1121 of this title. 

(2) The foreign country or countries as to which any requirement imposed 
under section 1121 of this title applies or does not apply if, in the judgment of 
the Secretary, uniform applicability of any such requirement to all foreign coun- 
tries is unnecessary or undesirable, 

(3) The magnitude of transactions subject to any requirement imposed under 
section 1121 of this title. 

(4) Types of transactions subject to or exempt from any requirement imposed 
under section 1121 of this title. 

(5) Such other matters as he may deem necessary to the application of this 
subchapter. 


Pub. L. 91-508, Title IT, § 242, Oct. 26, 1970, 84 Stat .1124. 


PUBLIC LAW 93-110 


Congressional statement of findings [€ 191.1] 
Public Law 93-110 § 201 (31 U.S.C. § 1141) 


Foreign currency reports 


The Congress finds that— 

(1) movements of mobile capital can have a significant impact on the proper & 
functioning of the international monetary system; 

(2) it is important to have as complete and current data as feasible on the 
nature and source of these capital flows, including transactions by large United 
States business enterprises and their foreign affiliates; 

(3) it is desirable to emphasize this objective by supplementing existing legal 
authority for the collection of data on capital flows contained in section 95a(b) 
of Title 12 and section 286f of Title 22. 


Pub. L. 93-110, Title II, § 201, Sept. 21, 1973, 87 Stat. 353. 





q 192.1 PUBLIC LAW 93-110 § 202 


Regulations—general requirements [€ 192.1] 
Public Law 93-110 § 202 (31 U.S.C. § 1142) 


(a) The Secretary of the Treasury (hereafter referred to as the “Secretary”) 
is authorized and directed, under the authority of this subchapter and any other 
authority conferred by law, to supplement regulations requiring the submission of 
reports on foreign currency transactions consistent with the statement of findings 
under section 1141 of this title. Regulations prescribed under this subchapter shall 
require that such reports contain such information and be submitted in such manner 
and at such times, with reasonable exceptions and classifications, as may be neces- 
sary to carry out the policy of this subchapter. 


Foreign currency transactions of United States person 
and controlled foreign person 
(b) Reports required under this subchapter shall cover foreign currency trans- 
actions conducted by any United States person and by any foreign person con- 
trolled by a United States person as such terms are defined in section 78g(f) (2) 
(A) and 78g(f)(2)(C) of Title 15. 


Pub. L. 93-110, Title IT, § 202, Sept. 21, 1973, 87 Stat. 353. 


Enforcement—penalty [€ 193.1] 


Public Law 93-110 § 203 (31 U.S.C. § 1143) 


(a) Whoever fails to submit a report required under any rule or regulation issued 
under this subchapter may be assessed a civil penalty not exceeding $10,000 in a 
proceeding brought under subsection (b) of this section. 


Injunction; jurisdiction; relief granted; bond; penalty 


(b) Whenever it appears to the Secretary that any person has failed to submit 
a report required under any rule or regulation issued under this subchapter or has 
violated any rule or regulation issued hereunder, the Secretary may in his discretion 
bring an action, in the proper district court of the United States or the proper 
United States court of any territory or other place subject to the jurisdiction of the 
United States, seeking a mandatory injunction commanding such person to comply 
with such rule or regulation, and upon a proper showing a permanent or tempo- 
rary injunction or restraining order shall be granted without bond, and additionally 
the sanction provided for failure to submit a report under subsection (a) of this 
section. 


Pub. L. 93-110, Title II, § 203, Sept. 21, 1973, 87 Stat. 353. 
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REGULATIONS; NOTIFICATIONS 


[{ 195] Financial record-keeping and reporting of currency and 


foreign transactions 
(31 C.F.R. Part 103) 


Subpart A—Definitions 


Meaning of terms. 


Subpart B—Reports Required To Be Made 


Determination by the Secretary. 

Reports of currency transactions. 

Reports of transportation of currency or monetary instruments. 
Reports of foreign financial accounts. 

Filing of reports. 

Identification required. 


Subpart C—Records Required To Be Maintained 


Determination by the Secretary. 

Records to be made and retained by persons having financial interests in 
foreign financial accounts. 

Records to be made and retained by financial institutions. 

Additional records to be made and retained by banks. 

Additional records to be made and retained by brokers and dealers in 
securities. 

Nature of records and retention period. 

Person outside the United States. 


Subpart D—General Provisions 


Dollars as including foreign currency. 

Photographic or other reproductions of Government obligations. 

Availability of information. 

Disclosure. 

Exceptions, exemptions, and reports. 

Enforcement. 

Civil penalty. 

Forfeiture of currency or monetary instruments. 

Criminal penalty. 

Enforcement authority with respect to transportation of currency or mone- 
tary instruments. 

Access to records. 


APPENDIX—INTERPRETATIONS AND EXEMPTIONS 


AuTuHority: The provisions of this Part 103 issued under sec. 21 of the Federal 
Deposit Insurance Act, 84 Stat. 1114, 12 U.S.C. 1829b; 84 Stat. 1116, 12 U.S.C. 
1951-1959; and the Currency and Foreign Transactions Reporting Act, 84 Stat. 
1118, 31 U.S.C. §§ 1051-1122. 
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Source: The provisions of this Part 103 appear at 37 F.R. 6912, April 5, 1972, 
unless otherwise noted. 


EpIToriAL Note: For interpretations and exemptions affecting Part 103, see 37 
F.R. 24896, Nov. 23, 1972. 


Subpart A—Definitions 
[{ 195.11] § 103.11 Meaning of terms. 


When used in this part and in forms prescribed under this part, where not other- 
wise distinctly expressed or manifestly incompatible with the intent thereof, terms 
shall have the meanings ascribed in this section. 

Bank. (a) Each agency, branch or office within the United States of any person 
doing business in one or more of the capacities listed below: 

(1) A commercial bank or trust company organized under the laws of any State 
or of the United States; 

(2) A private bank; 

(3) A savings and loan association or a building and loan association organized 
under the laws of any State or of the United States; 

(4) An insured institution as defined in section 401 of the Natical Housing Act; 

(5) A savings bank, industrial bank or other thrift institution; 

(6) Accredit union organized under the laws of any State or of the United States; 
and 

(7) Any other organization chartered under the banking laws of any State and 
subject to the supervision of the bank supervisory authorities of a State. 

(b) Each agent, agency, branch or office within the United States of a foreign 
bank. 

Broker or dealer in securities. A broker or dealer in securities, registered or re- 
quired to be registered with the Securities and Exchange Commission under the 
Securities Exchange Act of 1934. 

Currency. The coin and currency of the United States or of any other country, 
which circulate in and are customarily used and accepted as money in the country 
in which issued. It includes U.S. silver certificates, U.S. notes and Federal Reserve 
notes, but does not include bank checks or other negotiable instruments not cus- 
tomarily accepted as money. 

Domestic. When used herein, refers to the doing of business within the United 
States, and limits the applicability of the provision where it appears to the per- 
formance by such institutions or agencies of functions within the United States. 

Financial institution. Each agency, branch, or office within the United States of 
any person doing business in one or more of the capacities listed below: 

(1) A bank (except bank credit card systems) ; 

(2) A broker or dealer in securities; 

(3) A person who engages as a business in dealing in or exchanging currency 
as for example, a dealer in foreign exchange or a person engaged primarily in the 
cashing of checks; 

(4) A person who engages as a business in the issuing, selling, or redeeming of 
travelers’ checks, money orders, or similar instruments, except one who does so as 
a selling agent exclusively or as an incidental part of another business; 

(5) A licensed transmitter of funds, or other person engaged in the business of 
transmitting funds abroad for others. 

Foreign bank. A bank organized under foreign law, or an agency, branch or 
office located outside the United States of a bank. The term does not include an 
agent, agency, branch or office within the United States of a bank organized under 
foreign law. 
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Investment security. An instrument which: 

(1) Is issued in bearer or registered form; 

(2) Is of a type commonly dealt in upon securities exchanges or markets or 
commonly recognized in any area in which it is issued or dealt in as a medium 
for investment; 

(3) Is either one of a class or series or by its terms is divisible into a class or 
series of instruments; and 

(4) Evidences a share, participation or other interest in property or in an enter- 
prise or evidences an obligation of the issuer. 

Monetary instruments. Coin or currency of the United States or of any other 
country, travelers’ checks, money orders, investment securities in bearer form or 
otherwise in such form that title thereto passes upon delivery, and negotiable in- 
struments (except warehouse receipts or bills of lading) in bearer form or otherwise 
in such form that title thereto passes upon delivery. The term does not include 
bank checks made payable to the order of a named person which have not been 
endorsed or which bear restrictive endorsements. 

Person. An individual, a corporation, a partnership, a trust or estate, a joint 
stock company, an association, a syndicate, joint venture, or other unincorporated 
organization or group, and ail entities cognizable as legal personalities. 

Secretary. The Secretary of the Treasury or any person duly authorized by the 
Secretary to perform the function mentioned. 

Transaction in currency. A transaction involving the physical transfer of cur- 
rency from one person to another. A transaction which is a transfer of funds by 
means of bank check, bank draft, wire transfer, or other written order, and which 
does not include the physical transfer of currency is not a transaction in currency 
within the meaning of this part. 

United States. The various States, the District of Columbia, the Commonwealth 
of Puerto Rico, and the territories and possessions of the United States. 


(37 F.R. 6912, Apr. 5, 1972, as amended at 38 F.R. 2175, Jan. 22, 1973] 


Subpart B—Reports Required To Be Made 
[{ 195.21] § 103.21 Determination by the Secretary. 


The Secretary hereby determines that the reports required by this subpart have 
a high degree of usefulness in criminal, tax, or regulatory investigations or pro- 
ceedings. 


[{ 195.22] § 103.22 Reports of currency transactions. 


(a) Each financial institution shall file a report of each deposit, withdrawal, ex- 
change of currency or other payment or transfer, by, through, or to such financial 
institution, which involves a transaction in currency of more than $10,000.1 

(b) Except as otherwise directed in writing by the Secretary, this section shall 
not (1) require reports of transactions with Federal Reserve Banks or Federal 
Home Loan Banks; (2) require reports of transactions solely with, or originated 
by, financial institutions or foreign banks; or (3) require a bank to report trans- 
actions with an established customer maintaining a deposit relationship with the 
bank, in amounts which the bank may reasonably conclude do not exceed amounts 
commensurate with the customary conduct of the business, industry or profession 
of the customer concerned. A report listing such customers who engage in trans- 
actions which are not reported because of the exemption contained in this para- 
graph shall be made to the Secretary upon demand therefor made by him. 


1 Forms filed as part of the original document. 
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[{ 195.23] § 103.23 Reports of transportation of currency or monetary 
instruments. 


(a) Each person who physically transports, mails, or ships, or causes to be 
physically transported, mailed, or shipped, currency or other monetary instruments 
in an aggregate amount exceeding $5,000 on any one occasion from the United 
States to any place outside the United States, or into the United States from any 
place outside the United States, shall make a report thereof. A person is deemed 
to have caused such transportation, mailing or shipping when he aids, abets, coun- 
sels, commands, procures, or requests it to be done by a financial institution or any 
other person. A transfer of funds through normal banking procedures which does 
not involve the physical transportation of currency or monetary instruments is not 
required to be reported by this section. 

(b) Each person who receives in the U.S. currency or other monetary instru- 
ments in an aggregate amount exceeding $5,000 on any one occasion which have 
been transported, mailed, or shipped to such person from any place outside the 
United States with respect to which a report has not been filed under paragraph 
(a) of this section, whether or not require to be filed thereunder, shall make a 
report thereof, stating the amount, the date of receipt, the form of monetary instru- 
ments, and the person from whom received. 

(c) This section shall not require reports by (1) a Federal Reserve bank, (2) a 
bank, a foreign bank, or a broker or dealer in securities, in respect to currency or 
other monetary instruments mailed or shipped through the postal service or by 
common carrier, (3) a commercial bank or trust company organized under the 
laws of any State or of the United States with respect to overland shipments of 
currency or monetary instruments shipped to or received from an established cus- 
tomer maintaining a deposit relationship with the bank, in amounts which the bank 
may reasonably conclude do not exceed amounts commensurate with the customary 
conduct of the business, industry or profession of the customer concerned, (4) a 
person who is not a citizen or resident of the United States in respect to currency 
or other monetary instruments mailed or shipped from abroad to a bank or broker 
or dealer in securities through the postal service or by common carrier, (5) a 
common carrier of passengers in respect to currency or other monetary instruments 
in the possession of its passengers, (6) a common carrier of goods in respect to 
shipments of currency or monetary instruments not declared to be such by the 
shipper, (7) a travelers’ check issuer or its agent in respect to the transportation 
of travelers’ checks prior to their delivery to selling agents for eventual sale to the 
public, (8) nor by a person engaged as a business in the transportation of currency, 
monetary instruments and other commercial papers with respect to the transporta- 
tion of currency or other monetary instruments overland between established offices 
of banks or brokers or dealers in securities and foreign persons. 

(d) This section does not require that more than one report be filed covering 
a particular transportation, mailing or shipping of currency or other monetary in- 
struments with respect to which a complete and truthful report has been filed by a 
person. However, no person required by paragraph (a) or (b) of this section to 
file a report shall be excused from liability for failure to do so if, in fact, a complete 
and truthful report has not been filed. 


[37 F.R. 26517, Dec. 13, 1972] 


[{ 195.24] § 103.24 Reports of foreign financial accounts. 


Each person subject to the jurisdiction of the United States (except a foreign 
subsidiary of a U.S. person) having a financial interest in, or signaturé or other 
authority over, a bank, securities or other financial account in a foreign country 
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shall report such relationship as required on his Federal income tax return for each 
year in which such relationship exists, and shall provide such information concern- 
ing each such account as shall be specified in a special tax form to be filed by such 
persons. 


[{ 195.25] § 103.25 Filing of reports. 


(a) Reports required to be filed by the first paragraph of § 103.22 shall be filed 
on or before the 45th day following that on which the reported transactions occur. 
They shall be filed with the Commissioner of Internal Revenue on forms to be 
prescribed by him, with the approval of the Secretary. All information called for 
in such forms shall be furnished. 

(b) Reports required to be filed by § 103.23(a) shall be filed at the time of 
entry into the United States or at the time of departure, mailing or shipping from 
the United States, unless otherwise directed or permitted by the Commissioner of 
Customs. They shall be filed with the Customs officer in charge at any Customs 
port of entry or departure, or as otherwise permitted or directed by the Commis- 
sioner of Customs. If the currency or other monetary instruments with respect to 
which a report is required do not accompany a person entering or departing from 
the United States, such reports may be filed by mail on or before the date of entry, 
departure, mailing or shipping, with the Commissioner of Customs, Attention: 
Currency Transportation Reports, Washington, D.C. 20226. They shall be on 
forms to be prescribed by the Secretary and all information called for in such forms 
shall be furnished. 

(c) Reports required to be filed by § 103.23(b) shall be filed with the Com- 
missioner of Customs within 30 days after receipt of the currency or other mone- 
tary instruments. They may be filed with the Customs officer in charge at any port 
of entry or departure, or by mail addressed to the Commissioner of Customs, At- 
tention: Currency Transportation Reports, Washington, D.C. 20226. They shall 
be on forms to be prescribed by the Secretary and all information called for in such 
forms shall be furnished. 

(d) Forms to be used in making the reports required by §§ 103.22 and 103.23 
may be obtained from any Internal Revenue office; in addition, forms to be used 
in making the reports required by § 103.23 may be obtained from any office of the 
Bureau of Customs. 


[§ 195.26] § 103.26 Identification required. 


Before effecting any transaction with respect to which a report is required under 
the first paragraph of § 103.22, a financial institution shall verify and record the 
identity, and record the account number on its books or the social security or tax- 
payer identification number, if any, of a person with whom or for whose account 
such transaction is to be effected. Verification of identity for a customer of the 
financial institution depositing or withdrawing funds may be by reference to his 
account or other number on the books of the institution. Verification of identity 
in any other case may be by examination, for example, of a driver’s license, pass- 
port, alien identification card, or other appropriate document normally acceptable 
as a means of identification. 


Subpart C—Records Required To Be Maintained 
[{ 195.31] § 103.31 Determination by the Secretary. 


The Secretary hereby determines that the records required to be kept by this 
subpart have a high degree of usefulness in criminal, tax, or regulatory investiga- 
tions or proceedings. 
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[{ 195.32] § 103.32 Records to be made and retained by persons having finan- 
cial interests in foreign financial accounts. 


Records of accounts required by § 103.24 to be reported on a Federal income 
tax return shall be retained by each person having a financial interest in any such 
account. Such records shall contain the name in which each such account is main- 
tained, the number or other designation of such account, the name and address of 
the foreign bank or other person with whom such account is maintained, the type 
of such account, and the maximum value of each such account during the reporting 
period. Such records shall be retained for a period of 5 years and shall be kept at 
all times available for inspection as authorized by law. In the computation of the 
period of 5 years, there shall be disregarded any period beginning with a date on 
which the taxpayer is indicted or information instituted on account of the filing of 
a false or fraudulent Federal income tax return or failing to file a Federal income 
tax return, and ending with the date on which final disposition is made of the 
criminal proceeding. 


[{ 195.33] § 103.33 Records to be made and retained by financial institutions. 


Each financial institution shall retain either the original or a microfilm or other 
copy or reproduction of each of the following: 

(a) A record of each extension of credit in an amount in excess of $5,000, ex- 
cept an extension of credit secured by an interest in real property, which record 
shall contain the name and address of the person to whom the extension of credit 
is made, the amount thereof, the nature or purpose thereof, and the date thereof; 

(b) A record of each advice, request, or instruction received regarding a trans- 
action which results in the transfer of funds, or of currency, other monetary instru- 
ments, checks, investment securities, or credit, of more than $10,000 to a person, 
account, or place outside the United States; 

(c) A record of each advice, request, or instruction given to another financial 
institution or other person located within or without the United States, regarding 
a transaction intended to result in the transfer of funds, or of currency, other mone- 
tary instruments, checks, investment securities, or credit, of more than $10,000 to 
a person, account or place outside the United States. 


[{ 195.34] § 103.34 Additional records to be made and retained by banks. 


(a)(1) With respect to each deposit or share account opened with a bank after 
June 30, 1972, by a person residing or doing business in the United States or by 
a citizen of the United States, such bank shall, within 45 days from the date such 
an account is opened, secure and maintain a record of the taxpayer identification 
number of the person maintaining the account; or in the case of an account of one 
or more individuals, such bank shall secure and maintain a record of the social 
security number of an individual having a financial interest in that account. In the 
event that a bank has been unable to secure the identification required herein with 
respect to an account within the 45-day period specified, it shall nevertheless not 
be deemed to be in violation of this section if (i) it has made a reasonable effort 
to secure such identification, and (ii) it maintains a list containing the names, ad- 
dresses, and account numbers of those persons from whom it has been unable to 
secure such identification, and makes the names, addresses, and account numbers 
of those persons available to the Secretary as directed by him. 

(2) The 45-day period provided for in paragraph (a)(1) of this section shall 
be extended where the person opening the account has applied for a taxpayer iden- 
tification or social security number on Form SS—4 or SS—S, until such time as the 
person maintaining the account has had a reasonable opportunity to secure such 
number and furnish it to the bank. 
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(3) A taxpayer identification number for a deposit or share account required 
under paragraph (a)(1) of this section need not be secured in the following in- 
stances: (i) accounts for public funds opened by agencies and instrumentalities 
of Federal, State, local or foreign governments, (ii) accounts for aliens who are 
(a) ambassadors, ministers, career diplomatic or consular officers, or (b) naval, 
military or other attachés of foreign embassies and legations, and for the members 
of their immediate families, (iii) accounts for aliens who are accredited representa- 
tives to international organizations which are entitled to enjoy privileges, exemp- 
tions and immunities as an international organization under the International Orga- 
nization Immunities Act of December 29, 1945 (22 U.S.C. sec. 288), and for the 
members of their immediate families, (iv) aliens temporarily residing in the United 
States for a period not to exceed 180 days, (v) aliens not engaged in a trade or 
business in the United States who are attending a recognized college or university 
or any training program, supervised or conducted by any agency of the Federal 
Government, (vi) unincorporated subordinate units of a tax exempt central orga- 
nization which are covered by a group exemption letter, (vii) interest bearing ac- 
counts maintained by a person under 18 years of age opened as part of a school 
thrift savings program, provided the annual interest does not exceed $10, and (viii) 
Christmas club, vacation club and similar installment savings programs provided 
the annual interest does not exceed $10. In instances described in paragraph (a) 
(3) (vii) and (viii) of this section, the bank shall, within 15 days following the 
end of any calendar year in which the interest accrued in that year exceeds $10, 
use its best efforts to secure and maintain the appropriate taxpayer identification 
number or application form therefor. 

(4) The rules and regulations issued by the Internal Revenue Service under 
section 6109 of the Internal Revenue Code of i954 shall determine what consti- 
tutes a taxpayer identification number and whose number shall be obtained in the 
case of an account maintained by one or more persons. 

(b) Each bank shall, in addition, retain either the original or a microfilm or 
other copy or reproduction of each of the following: 

(1) Each document granting signature authority over each deposit or share 
account; 

(2) Each statement, ledger card or other record on each deposit or share ac- 
count, showing each transaction in, or with respect to, that account; 

(3) Each check, clean draft, or money order drawn on the bank or issued and 
payable by it, except those drawn for $100 or less or those drawn on accounts 
which can be expected to have drawn on them an average of at least 100 checks 
per month over the calendar year or on each occasion on which such checks are 
issued, and- which are (i) dividend checks, (ii) payroll checks, (iii) employee 
benefit checks, (iv) insurance claim checks, (v) medical benefit checks, (vi) checks 
drawn on government agency accounts, (vii) checks drawn by brokers or dealers 
in securities, (viii) checks drawn on fiduciary accounts, (ix) checks drawn on other 
financial institutions, or (x) pension or annuity checks; 

(4) Each item in excess of $100 (other than bank charges or periodic charges 
made pursuant to agreement with the customer), comprising a debit to a customer’s 
deposit or share account, not required to be kept, and not specifically exempted, 
under paragraph (b)(3) of this section; 

(5) Each item, including checks, drafts, or transfers of credit, of more than 
$10,000 remitted or transferred to a person, account or place outside the United 
States; 

(6) A record of each remittance or transfer of funds, or of currency, other 
monetary instruments, checks, investment securities, or credit, of more than $10,000 
to a person, account or place outside the United States; 

(7) Each check or draft in an amount in excess of $10,000 drawn on or issued 
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by a foreign bank which the domestic bank has paid or presented to a nonbank 
drawee for payment. 

(8) Each item, including checks, drafts or transfers of credit, of more than 
$10,000 received directly and not through a domestic financial institution, by letter, 
cable or any other means, from a bank, broker or dealer in foreign exchange out- 
side the United States; 

(9) A record of each receipt of currency, other monetary instruments, invest- 
ment securities or checks, and of each transfer of funds or credit, of more than 
$10,000 received on any one occasion directly and not through a domestic financial 
institution, from a bank, broker or dealer in foreign exchange outside the United 
States; and 

(10) Records prepared or received by a bank in the ordinary course of business, 
which would be needed to reconstruct a demand deposit account and to trace a 
check in excess of $100 deposited in such account through its domestic processing 
system or to supply a description of a deposited check in excess of $100. This 
subparagraph shall be applicable only with respect to demand deposits. 


(38 F.R. 2175, Jan. 22, 1973, as amended at 38 F.R. 3509, Feb. 7, 1973] 


[{ 195.35] § 103.35 Additional records to be made and retained by brokers and 
dealers in securities. 


(a)(1) With respect to each brokerage account opened with a broker or dealer 
in securities after June 30, 1972, by a person residing or doing business in the 
United States or a citizen of the United States, such broker or dealer shall within 
45 days from the date such account is opened, secure and maintain a record of 


the taxpayer identification number of the person maintaining the account; or in the 
case of an account of one or more individuals, such broker or dealer shall secure 
and maintain a record of the social security number of an individual having a 
financial interest in that account. In the event that a broker or dealer has been 
unable to secure the identification required within the 45-day period specified, it 
shall nevertheless not be deemed to be in violation of this section if: (i) It has 
made a reasonable effort to secure such identification, and (ii) it maintains a list 
containing the names, addresses, and account numbers of those persons from whom 
it has been unable to secure such identification, and makes the names, addresses, 
and account numbers of those persons available to the Secretary as directed by him. 

(2) The 45-day period provided for in paragraph (a)(1) of this section shall 
be extended where the person opening the account has applied for a taxpayer iden- 
tification or social security number on Form SS—4 or SS—S, until such time as the 
person maintaining the account has had a reasonable opportunity to secure such 
number and furnish it to the broker or dealer. 

(3) A taxpayer identification number for a deposit or share account required 
under paragraph (a)(1) of this section need not be secured in the following in- 
stances: (i) Accounts for public funds opened by agencies and instrumentalities 
of Federal, State, local, or foreign governments, (ii) accounts for aliens who are 
(a) ambassadors, ministers, career diplomatic or consular officers, or (b) naval, 
military or other attachés of foreign embassies, and legations, and for the members 
of their immediate families, (iii) accounts for aliens who are accredited representa- 
tives to international organizations which are entitled to enjoy privileges, exemp- 
tions, and immunities as an international organization under the International 
Organizations Immunities Act of December 29, 1945 (22 U.S.C. sec. 288), and 
for the members of their immediate families, (iv) aliens temporarily residing in the 
United States for a period not to exceed 180 days, (v) aliens not engaged in a 
trade or business in the United States who are attending a recognized college or 
university or any training program, supervised or conducted by any agency of the 
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Federal Government, and (vi) unincorporated subordinate units of a tax exempt 
central organization which are covered by a group exemption letter. 

(b) Every broker or dealer in securities shall, in addition, retain either the 
original or a microfilm or other copy or reproduction of each of the following: 

(1) Each document granting signature or trading authority over each customer’s 
account; 

(2) Each record described in § 240.17a—3(a) (1), (2), (3), (5), (6), (7), 
(8), and (9) of Title 17, Code of Federal Regulations; 

(3) A record of each remittance or transfer of funds, or of currency, checks, 
other monetary instruments, investment securities, or credit, of more than $10,000 
to a person, account, or place, outside the United States; 

(4) A record of each receipt of currency, other monetary instruments, checks, 
or investment securities and of each transfer of funds or credit, of more than 
$10,000 received on any one occasion directly and not through a domestic financial 
institution, from any person, account or place outside the United States. 


(37 F.R. 26518, Dec. 13, 1972, as amended at 38 F.R. 2176, Jan. 22, 1973] 


[{ 195.36] § 103.36 Nature of records and retention period. 


(a) Wherever it is required that there be retained either the original or a micro- 
film or other copy or reproduction of a check, draft, monetary instrument, invest- 
ment security, or other similar instrument, there shall be retained a copy of both 
front and back of each such instrument or document, except that no copy need be 
retained of the back of any instrument or document which is entirely blank or 
which contains only standardized printed information, a copy of which is on file. 

(b) Records required by this subpart to be retained by financial institutions 
may be those made in the ordinary course of business by a financial institution. If 
no record is made in the ordinary course of business of any transaction with respect 
to which records are required to be retained by this subpart, then such a record 
shall be prepared in writing by the financial institution. 

(c) Records which are required by § 103.34(b)(10) to be retained by banks 
shall be retained for a period of 2 years. All other records which are required by 
this subpart to be retained by financial institutions shall be retained for a period 
of 5 years. All such records shall be filed or stored in such a way as to be accessible 
within a reasonable period of time, taking into consideration the nature of the 
record, and the amount of time expired since the record was made. 


{{ 195.37] § 103.37 Person outside the United States. 


For the purposes of this subpart, a remittance or transfer of funds, or of cur- 
rency, other monetary instruments, checks, investment securities, or credit to the 
domestic account of a person whose address is known by the person making the 
remittance or transfer, to be outside the United States, shall be deemed to be a 
remittance or transfer to a person outside the United States, except that, unless 
otherwise directed by the Secretary, this section shall not apply to a transaction on 
the books of a domestic financial institution involving the account of a customer 
of such institution whose address is within approximately 50 miles of the location 
of the institution, or who is known to be temporarily outside the United States. 


Subpart D—General Provisions 


[€ 195.41] § 103.41 Dollars as including foreign currency. 


Wherever in this part an amount is stated in dollars, it shall be deemed to mean 
also the equivalent amount in any foreign currency. 
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[{ 195.42] § 103.42 Photographic or other reproductions of Government 
obligations. 


Nothing herein contained shall require or authorize the microfilming or other 
reproduction of 

(a) Currency or other obligation or security of the United States as defined in 
18 U.S.C. 8, or 

(b) Any obligation or other security of any foreign government, 
the reproduction of which is prohibited by law. 


[{ 195.43] § 103.43 Availability of information. 


The Secretary may make any information set forth in any report received pur- 
suant to this part available to any other department or agency of the United States 
upon the request of the head of such department or agency, made in writing and 
stating the particular information desired, the criminal, tax or regulatory investiga- 
tion or proceeding in connection with which the information is sought and the 
official need therefor. Any information made available under this section to other 
departments or agencies of the United States shall be received by them in con- 
fidence, and shall not be disclosed to any person except for official purposes re- 
lating to the investigation or proceeding in connection with which the information 
is sought. 


(37 F.R. 2176, Jan. 22, 1973] 


[{ 195.44] § 103.44 Disclosure. 


All reports required under this part and all records of such reports are specifically 
exempted from disclosure under section 552 of title 5, United States Code. 


[§ 195.45] § 103.45 Exceptions, exemptions, and reports. 


(a) The Secretary, in his sole discretion, may be written order or authorization 
make exceptions to or grant exemptions from the requirements of this part. Such 
exceptions or exemptions may be conditional or unconditional, may apply to par- 
ticular persons or to classes of persons, and may apply to particular transactions 
or classes of transactions. They shall, however, be applicable only as expressly 
stated in the order of authorization, and they shall be revocable in the sole dis- 
cretion of the Secretary. 

(b) The Secretary shall have authority to further define all terms used herein. 


(38 F.R. 2176, Jan. 22, 1973] 


[{ 195.46] § 103.46 Enforcement. 


(a) Responsibility for assuring compliance with the requirements of this part 
is delegated as follows: 

(1) To the Comptroller of the Currency, with respect to national banks and 
banks in the District of Columbia; 

(2) To the Board of Governors of the Federal Reserve System, with respect to 
State bank members of the Federal Reserve System; 

(3) To the Federal Home Loan Bank Board, with respect to insured building 
and loan associations, insured savings and loan associations, and insured institu- 
tions as defined in section 401 of the National Housing Act; 

(4) To the Administrator of the National Credit Union Administration, with 
respect to Federal credit unions; 

(5) To the Federal Deposit Insurance Corporation, with respect to all other 





II-29 REGULATIONS—31 C.F.R. PT. 103 q 195.49 


banks except agents of foreign banks which agents are not supervised by State or 
Federal bank supervisory authorities; 

(6) To the Securities and Exchange Commission, with respect to brokers and 
dealers in securities; 

(7) To the Commissioner of Customs with respect to §§ 103.23 and 103.48; 

(8) To the Commissioner of Internal Revenue except as otherwise specified in 
this section. 

(b) Overall responsibility for coordinating the procedures and efforts of the 
agencies listed herein and assuring compliance with this part, is delegated to the 
Assistant Secretary (Enforcement, Tariff and Trade Affairs, and Operations). Pe- 
riodic reports shall be made by each such agency to the Assistant Secretary, with 
copies to the General Counsel of the Treasury Department and to the Commis- 
sioner of Internal Revenue. 


[{ 195.47] § 103.47 Civil penalty. 


(a) For any willful violation of any requirement of this part, the Secretary may 
assess upon any domestic financial institution, and upon any partner, director, 
officer or employee thereof who willfully participates in the violation, a civil penalty 
not exceeding $1,000. 

(b) For any failure to file a report required under § 103.23 or for filing such 
a report containing any material omission or misstatement, the Secretary may assess 
a civil penalty up to the amount of the currency or monetary instruments trans- 
ported, mailed or shipped, less any amount forfeited under § 103.48. 


[{ 195.48] § 103.48 Forfeiture of currency or monetary instruments. 


Any currency or other monetary instruments which are in the process of any 
transportation with respect to which a report is required under § 103.23 are subject 
to seizure and forfeiture to the United States if such report has not been filed as 
required in § 103.25, or contains material omissions or misstatements. The Secre- 
tary may, in his sole discretion, remit or mitigate any such forfeiture in whole or in 
part upon such terms and conditions as he deems reasonable. 


[{ 195.49] § 103.49 Criminal penalty. 


(a) Any person who willfully violates any provision of this part may, upon con- 
viction thereof, be fined not more than $1,000 or be imprisoned not more than 1 
year, or both. Such person may in addition, if the violation is of any provision 
authorized by title I of Public Law 91-508 and if the violation is committed in 
furtherance of the commission of any violation of Federal law punishable by im- 
prisonment for more than 1 year, be fined not more than $10,000 or be imprisoned 
not more than 5 years, or both. 

(b) Any person who willfully violates any provision of title II of Public Law 
91-508, or of this part authorized thereby, where the violation is either 

(1) Committed in furtherance of the commission of any other violation of Fed- 
eral law, or 

(2) Committed as part of a pattern of illegal activity involving transactions ex- 
ceeding $100,000 in any 12-month period, may, upon conviction thereof, be fined 
not more than $500,000 or be imprisoned not more than 5 years, or both. 

(c) Any person who knowingly makes any false, fictitious or fraudulent state- 
ment or representation in any report required by this part may, upon conviction 
thereof, be fined not more than $10,000 or be imprisoned not more than 5 years, 
or both. 
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[{ 195.50] § 103.50 Enforcement authority with respect to transportation of 
currency or monetary instruments. 


(a) If the Secretary has reason to believe that currency or monetary instruments 
are in the process of transportation and with respect to which a report required 
under § 103.23 has not been filed or contains material omissions or misstatements, 
he may apply to any court of competent jurisdiction for a search warrant. Upon 
a showing of probable cause, the court may issue a warrant authorizing the search 
of any or all of the following: 

(1) One or more designated persons. 

(2) One or more designated or described places or premises. 

(3) One or more designated or described letters, parcels, packages, or other 
physical objects. 

(4) One or more designated or described vehicles. Any application for a search 
warrant pursuant to this section shall be accompanied by allegations of fact sup- 
porting the application. 

(b) This section is not in derogation of the authority of the Secretary under any 
other law or regulation. 


[{ 195.51] § 103.51 Access to records. 


Except as provided in §§ 103.34(a)(1) and 103.35(a)(1), and except for the 
purpose of assuring compliance with the recordkeeping and reporting requirements 
of this part, this part does not authorize the Secretary or any other person to in- 
spect or review the records required to be maintained by subpart C of this part. 
Other inspection, review or access to such records is governed by other applicable 


law. 


[38 F.R. 2176, Jan. 22, 1973] 


Interpretations and Exemptions 
APPENDIX—INTERPRETATIONS AND EXEMPTIONS 


The following interpretations and exemptions were compiled in response to re- 
quests by persons subject to the regulations of Part 103. Additional interpretations 
and exemptions will appear from time to time as the occasion warrants. Identifying 
details and confidential information have been deleted to prevent unwarranted in- 
vasions of privacy and to comply with statutory requirements concerning disclosure 
of information obtained from members of the public. 

Section 103.11 Exemption from. 1. The definition of a bank as appears in 
§ 103.11(a)(7) was not intended to include a company which is wholly engaged 
in financing inventories and retail installment sales of automobile dealers. Such a 
company requested and was granted an exemption from the recordkeeping and re- 
porting requirements of Part 103, Title 31, Code of Federal Regulations. How- 
ever, if said company is a “financial institution” within the meaning of § 103.11 
(other than as a “bank”) it would, of course, have to comply with those provisions 
of this part relating to financial institutions other than banks. 

Section 103.23 Interpretations. 1. Unless a transaction in foreign currency for 
clients who are nonresidents of the United States and performed through brokers 
outside the United States involves the physical transportation, mailing, or shipment 
of currency, bearer investment securities or negotiable instruments in bearer form 
into or out of the United States in amounts exceeding $5,000 on any one occasion, 
there is no duty to report the transfer. A transfer of funds by means of bank check, 
bank draft, or wire transfer need not be reported. 

2. A bank is not required to prepare Form 4790 if the bank receives such items 
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over the counter from a person who may have transported them into the United 
States or if the bank delivers such items over the counter to a person who may 
transport them out of the United States. However, if a bank knows that such items 
have been transported into the country, it must file a report on Form 4790 if a 
complete and truthful report has not been filed by the customer. 

3. Section 103.23(c) provides that a bank is not required to report currency or 
other monetary instruments mailed or shipped through the postal service or by 
common carrier. When a trust company is acting as a corporate executor or cor- 
porate trustee, no report need be filed with respect to currency or bearer monetary 
instruments mailed or shipped through the postal service. 

4. In the case where a trust company acts as custodian for individual executors 
and trustees who maintain custody accounts for those estates and trusts where they 
are named fiduciary, it will be necessary to file a Form 4790, Report of Interna- 
tional Transportation of Currency or Monetary Instruments, under the circum- 
stances described in § 103.23(a). 

5. A private courier service does not qualify as a “common carrier” under the 
regulations. 

Section 103.23 Exemptions from. 1. A bank whose employees physically trans- 
port currency across the Canadian border on a weekly basis for deposit with a 
Canadian bank which is only a few hundred yards away requested an exemption 
from the requirements of § 103.23. Due to the special circumstances, the Depart- 
ment granted the request provided that an accurate record of such transfers is 
maintained by the bank. 

2. A bank in Maine, which for a period of more than 20 years, has used its 
personnel to physically transport sums of currency and checks in excess of $5,000 
to and from a bank in a contiguous Canadian town several times a month, re- 
quested and was granted an exemption from the reporting requirements of § 103.23 
due to the special circumstances involved. The Department, however, does require 
the bank to maintain an accurate account of such transfers. 

3. An exemption is granted to any merchant shipping company from the re- 
quirement to report the transportation into or out of the United States of currency 
or bearer instruments in amounts in excess of $5,000 with respect to currency or 
bearer instruments placed on board ship by the owner or operator in order to pro- 
vide for reasonable shipping needs. Records of such moneys placed on board are 
to be maintained by the shipping companies. 

4. A company that transports sealed packages containing money and valuables 
under written bilateral contracts for banks, brokerage houses, and security dealers 
requested an exemption from the requirements of this section. Under the provisions 
of § 103.23(c)(7), such companies are exempt from reporting the transportation 
of currency or monetary instruments overland between established offices of banks 
or brokers or dealers in securities and foreign banks. The company in question is 
further granted an exemption from reporting overland shipments between domestic 
banks, brokers, or security dealers and foreign persons. However, all firms engaged 
in international carriage of valuables by air must continue to file with the Bureau 
of Customs reports of international air shipments. 

Section 103.33(a) Interpretation. 1. This regulation requires the keeping of 
records, the majority of which are already kept by financial institutions. The typical 
loan application form asks the applicant to state the purpose of the loan, so it 
would seem normal in the case of each extension of credit in an amount in excess 
of $5,000 for the record to contain a reference to the nature or the purpose of the 
loan. However, if it is a passbook loan, for example, the entry “passbook loan” 
would suffice. 

Section 103.34(a) Interpretations. 1. Any citizen residing or doing business in 
the United States and any citizen of the United States who opens an account with 
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a financial institution after June 30, 1972, must provide that institution with his 
taxpayer identification number at the time the account is opened. For individuals, 
the taxpayer identification number is his social security number; for corporations, 
partnerships, and other entities, it is the IRS employer identification number. 

Banks, savings and loan associations, building and loan associations, savings 
banks, credit unions, and brokers and dealers in securities are included in this re- 
quirement. If an account is opened in more than one individual’s name, the finan- 
cial institution is required to secure and maintain the social security number of at 
least one individual having a financial interest in that account. 

If the customer does not have a taxpayer identification number or has lost his 
card and is unaware of his number, the account may be opened provided the cus- 
tomer (or if under 18 years of age, his guardian) authorizes the Social Security 
Administration to furnish his social security number to both the customer and the 
financial institution, or the customer, regardless of age, authorizes the Internal 
Revenue Service to furnish his employer identification number to both the customer 
and the financial institution. 

With respect to accounts opened for trusts, charitable organizations, clubs, and 
similar entities the financial institution should secure the employer identification 
number of the entity. An employer identification number must be obtained for this 
purpose even though an organization might not otherwise require one. See instruc- 
tions published July 6, 1972 (37 F.R. 13279). 

2. This requirement of a taxpayer identification number does not apply to aliens 
who are ambassadors, ministers, career diplomatic or consular officers, or to naval, 
military and other attachés of foreign embassies and legations, and the members 
of their immediate families, nor to aliens who are accredited representatives to 
international organizations entitled to enjoy privileges, exemptions, and immunities 
as an international organization under the International Organization Immunities 
Act of December 29, 1945 (22 U.S.C. 288), and the members of their immediate 
families. 

3. In regard to determining the proper identifying number to be furnished by 
accounts opened in more than one name, the bank should follow the regulations 
and rulings issued by the Internal Revenue Service under section 6109 of the In- 
ternal Revenue Code. These rules are outlined on the back of IRS Form 3435. 
However, the bank should not use Form 3435 to apply for a taxpayer identification 
number for a new account, but should instead use Form SS—4 or SS—S. 

4. The bankruptcy estate of an individual or partnership is considered as a 
separate entity from the individual or partnership. However, the Treasury Depart- 
ment does not regard the estate of a corporation in bankruptcy as an entity separate 
from the corporation. Accordingly, the trustee of a corporation in bankruptcy 
should use the identification number of the corporation. Upon completion of the 
IRS Form SS—4 with an appropriate authorization to furnish the employer iden- 
tification number to the institution, a trustee will be permitted to make deposits. 
He need not wait until the employer identification number is obtained. 

5. All accounts that are primarily savings or checking accounts, with the ex- 
ception of mortgage escrow accounts, are deposit accounts and are subject to the 
requirements of this section. 

6. Where a person purchases a money order directly from the bank or through 
an agent of the bank and the bank maintains only a consolidated account with no 
separate record by customer, no deposit account has been opened by the customer 
and only those recordkeeping requirements normally applicable to cashiers’ checks 
would apply. 

7. Where a person reopens a checking account after June 30, 1972, the bank is 
required to secure the social security number just as with a new account, and the 
same would apply to the automatic extension of a certificate of deposit. 
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8. A certificate of deposit sold in bearer form is an interest-bearing form of 
commercial paper, which need not be purchased from the bank, but is available in 
the money market. It is not a deposit account as that term is used in the regula- 
tions and no identification number need be obtained. In the case of registered cer- 
tificates of deposit, the taxpayer identification number must be secured. 

9. A credit card program operated by a bank does not involve a deposit account 
and is not, therefore, subject to the requirements of this section. 

10. Section 103.34(a) exempts nonresident aliens not doing business in the 
United States from the requirement to furnish the bank with a taxpayer identifica- 
tion number. If an alien asserts that he is neither residing nor doing business in 
the United States a bank therefore may open the account without obtaining a tax- 
payer identification number, provided that it secures a statement from the person 
to that effect and provided the bank is unaware of any facts inconsistent with that 
statement. Normal banking practices for ascertaining identity and location of cus- 
tomers should be followed. All nonresident aliens in the United States should have 
one of the following U.S. Immigration and Naturalization Service forms: 

. Form I-151 (Alien Registration Receipt Card). 

. Form I-185 (Nonresident Alien Canadian Border Crossing Card). 

. Form I-186 (Nonresident Alien Mexican Border Crossing Card). 

. Form I-94 (Arrival-Departure Record). 

. Form I-95A (Alien Crewman’s Landing Permit). 

. Form I-184 (Alien Crewman’s Landing Permit and Identification Card). 

The bank should maintain a record of the applicant’s country of citizenship and 
the number assigned him on his INS form or other official document issued by the 
applicant’s government. 

11. In regard to a business firm opening an account in the name of employees 
who are foreign nationals not residing in the United States, the bank may open the 
account for them without securing a taxpayer identification number pursuant to 
this section provided that the bank is satisfied that the persons are nonresident 
aliens not doing business in the United States. The bank should verify the identity 
and whereabouts of such persons and require the business firm to supply for each 
such account a statement to the effect that the employee is a nonresident alien not 
doing business in the United States. 

12. It is acknowledged that the “Old Order Amish” people do not accept social 
security benefits or pay self-employment tax. In 1965, the Internal Revenue Code 
was amended to provide an exemption from self-employment tax if a person can 
show that he is a member of a recognized religious sect which follows the practice 
of making reasonable provisions for its dependent members. While the Amish 
people are opposed to and exempted from the social security program, they do pay 
their Federal taxes. A bank should explain to its Amish customers that the number 
required to open any account is merely a taxpayer identification number and in 
no way obligates such person to the social security system. However, if a depositor 
still objects on religious grounds to applying for a social security number, Form 
SS-4, Application for an Employer Identification Number, can be used instead. 

13. If a new business has applied for an employer identification number, but has 
not yet received it when it seeks to open a bank account, the bank may open the 
account if it secures a completed Form SS—4 in accordance with the instructions 
issued by Treasury. The completed Form should not be sent to IRS but simply 
retained as evidence that an application for a number is pending. Since in the 
above instance the bank will not automatically receive the number, it must follow 
up with the customer to insure that the number is furnished within a reasonable 
time. Generally speaking, the Internal Revenue Service furnishes an employer 
identification number to an applicant within 45 days. 

Section 103.34(a) Exemptions from. 1. An exemption from the requirements 
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of this subsection is granted with respect to all accounts opened as part of a school 
savings program for school savers up to 18 years of age, provided that the amount 
of interest earned on such accounts is $10 or less. Children over 18 years of age 
may apply for a social security number without parental authorization and pay- 
ments of interest aggregating $10 or more are required by section 6049, Internal 
Revenue Code of 1954, to be reported on Form 1099, together with the depositor’s 
social security number. Banks having a school savings program should set up 
appropriate procedures to obtain numbers for account held by persons aged 18 
years or older and for all accounts earning interest of $10 or more annually. 2. An 
exemption from the requirements of this subsection is granted with respect to Christ- 
mas Club accounts, provided the annual interest is not anticipated to exceed $10. 

Section 103.34(b) Interpretations. 1. If there is no check or draft corresponding 
to a preauthorized paper entry, it will be sufficient to maintain the customer’s autho- 
rization to charge his account and the memorandum list of entries for a period of 
5 years. 

2. Insurance companies commonly issue drafts in settlement of claims or for 
other purposes which are payable through a particular bank, but which are drawn 
on the company itself and not on a deposit account. However, drafts which are 
issued by insurance companies are treated as checks throughout the financial sys- 
tem, despite the fact that they are not drawn on a deposit account, and are, there- 
fore, subject to the requirements of § 103.34(b)(3). If these drafts meet the 
volume and purpose requirements of this section, no copy need be retained. If they 
do not meet these standards, it will be necessary for the bank to retain a copy of 
the draft as required by this section and to retain the records required by § 103.34 
(b) (10) for a period of 2 years. 

3. Clean drafts, including “cash item drafts”, are drawn “payable through” or 
“payable at” a particular bank. The bank receives them and presents them to its 
customer who reviews them and pays for those it accepts. The majority of such 
items should be eligible for exemption under § 103.34(b) (3), those which are not 
eligible should be microfilmed or copied before they are released to the customer. 

4. Section 103.34(b)(10) does not require a receiving bank to copy or be able 
to produce an item drawn on another bank. Furthermore, a bank need not be able 
to supply a description of a deposited check if it can trace a check through its 
domestic processing system. 

Section 103.36 Interpretation. 1. A bank must retain for a period of 5 years 
checks drawn on itself. However, the proof and entry run tapes, which allow a 
bank to reconstruct an account, need only be retained for a period of 2 years. 

Section 103.37 Interpretation. 1. The term “temporarily” used in this section 
should be interpreted as a vacation or business assignment expected to last less 
than 6 months. 

Section 103.42 Interpretation. 1. This section provides that nothing contained 
herein shall require or authorize the microfilming or other reproduction of currency 
or obligation or security of the United States as defined in 18 U.S.C. 8 or any obli- 
gation or security of any foreign government. However, government checks may 
be microfilmed, but not copied, for the purpose of tracing or identifying a trans- 
action. 

Section 103.45 Exemptions. 1. A bank, whose employees physically transport 
currency across the Canadian border on a weekly basis for deposit with a Canadian 
bank which is only a few hundred yards away, requested an exemption from the 
requirements of § 103.23. Due to the special circumstances, the Department 
granted the request provided that an accurate record of such transfers is maintained 
by the bank. 

2. A bank in Maine, which for a period of more than 20 years has used its per- 
sonnel to physically transport sums of currency and checks in excess of $5,000 to 





II-35 37 FED. REG. 13279 q 196 


and from a bank in a contiguous Canadian town several times a month, requested 
and was granted an exemption from the reporting requirements of § 103.23 due 
to the special ciscumstances involved. The Department, however, does require the 
bank to maintain an accurate record of such transfers. 

3. An exemption is granted to any merchant shipping company from the re- 
quirements to report the transportation into or out of the United States of currency 
or bearer instruments in amounts in excess of $5,000 with respect to currency or 
bearer instruments placed on board ship by the owner or operator in order to pro- 
vide for reasonable shipping needs. Records of such monies placed on board are 
to be maintained by the shipping companies. 

4. A company wholly engaged in financing inventories and retail installment 
sales of automobile dealers which came within the definition of a. “bank” in 
§ 103.1i(a)(7) requested and was granted an exemption from the recordkeeping 
and reporting requirements of Part 103, Title 31, Code of Federal Regulations. 
However, if said company is a “financial institution” within the meaning of 
§ 103.11 (other than as a “bank’’) it would, of course, have to comply with those 
provisions of this part relating to financial institutions other than banks. 

5. An exemption from the requirements of § 103.34(a) is granted with respect 
to all accounts opened as part of a school savings program for school savers up to 
18 years of age, provided that the amount of interest earned on such accounts is 
$10 or less. Children over 18 years of age may apply for a social security number 
without parental authorization and payments of interest aggregating $10 or more 
are required by section 6049, Internal Revenue Code of 1954, to be reported on 
Form 1099, together with the depositor’s social security number. Banks having 
a school savings program should set up appropriate procedures to obtain numbers 
for accounts held by persons aged 18 years or older and for all accounts earning 
interest of $10 or more annually. 

6. An exemption from the provisions of Part 103, Title 31, Code of Federal 
Regulations, is granted to those persons who are registered with the Securities and 
Exchange Commission as broker-dealers solely in order to offer and sell variable 
annuity contracts issued by life insurance companies. However, if a person so 
registered at any time offers and sells other types of securities in addition to variable 
annuity contracts, this exemption does not apply to any part of his business. This 
exemption will in no way affect recordkeeping regulations or other requirements 
promulgated under the Securities and Exchange Act of 1934, as amended. 

7. An exemption from the requirements of § 103.34(a) is granted with respect 
to Christmas Club accounts, provided the annual interest is not anticipated to 
exceed $10. 


[37 F.R. 24896, Nov. 23, 1972] 


{(€ 196] Treasury instructions—procedures for banks to follow 
in obtaining taxpayer identification numbers under “for- 
eign bank secrecy law” 

(37 Fed. Reg. 13279 (July 6, 1972), revised 
(38 Fed. Reg. 3341, 3342 (Feb. 5, 1973)) 


With respect to each deposit or share account opened after June 30, 1972, by a 
person residing or doing business in the United States or a citizen of the United 
States, each bank, savings and loan association, building and loan association, 
credit union, or broker or dealer in securities must, within 45 days from the date 
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the account is opened, secure and maintain a record of the taxpayer identification 
number of the person maintaining the account. 

For individuals, the taxpayer identification number is his social security number. 
For corporations, partnerships, and other entities it is the IRS employer identifica- 
tion number. If an account is opened in more than one individual’s name, the 
financial institution is required to secure and maintain the social security number 
of at least one individual having a financial interest in that account. 

In determining the proper identification number to be obtained for accounts 
opened in more than one name, the financial institution should follow the regula- 
tions and rulings issued by the Internal Revenue Service under Section 6109 of the 
Internal Revenue Code. The following guidelines have been issued by IRS under 
that section: 


For this type of account Obtain Social Security number of 
An individual’s account . veseeeees ‘The individual. 
Husband and wife (joint account) . . The husband. 
Adult and minor (joint account) ....... The adult. 
Two or more individuals (joint ac- 
count) Any one of the individuals. 
Account in the name of guardian or 
committee for a designated ward, 
minor, or incompetent person The ward, minor or incompetent person. 
Custodian account of a minor (Uni- 
form Gifts to Minors Acts).. The minor. 
So-called trust account that is not a 
legal or valid trust under State law The real owner. 
Obtain employers identification number 
of 
A valid trust, estate, or pension trust Legal entity. Do not furnish the identi- 
fying number of the administrator, 
executor, or trustee unless the legal 
entity itself is not designated in the 
account title. 
9. Corporate account i The corporation. 
Religious, charitable, or educational 
organizational account ........ The organization. 
11. Proprietorship account held in the 
trade name of the business ........... The proprietorship. 
12. Partnership account held in the name 
of the business ..... The partnership. 
13. Association, club, or other tax- ~exempt 
organization ............ ........ The organization. 
14, A broker or registered nominee The broker or nominee. 


With respect to accounts opened for trusts, charitable organizations, clubs and 
similar entities the financial institution should secure the employer identification 
number of the entity. An employer identification number should be obtained for 
this purpose even though an organization might not otherwise require one. 

A taxpayer identification number need not be secured in the following instances: 
(i) Accounts for public funds opened by agencies and instrumentalities of Federal, 
State, local or foreign governments, (ii) accounts for aliens who are (a) ambassa- 
dors, ministers, career diplomatic, or consular officers, or (b) naval, military or 
other attaches of foreign embassies and legations, and for the members of their 
immediate families, (iii) accounts for aliens who are accredited representatives to 
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international organizations entitled to enjoy privileges, exemptions, and immunities 
as an international organization under the International Organizations Immunities 
Act of December 29, 1945 (22 U.S.C. Sec. 288), and for the members of their 
immediate families (a list of such organizations appears in Title 19, § 148.87 
(formerly Section 10.30a), Code of Federal Regulations), (iv) aliens temporarily 
residing in the United States for a period not to exceed 180 days, (v) aliens not 
engaged in a trade or business in the United States who are attending a recognized 
college or university or any training program supervised or conducted by any 
agency of the Federal Government, (vi) unincorporated subordinate units of a 
tax-exempt central organization which are covered by a group exemption letter, 
(vii) interest-bearing accounts maintained by a person under 18 years of age 
opened as part of a school thrift savings program, provided the annual interest 
does not exceed $10, and (viii) Christmas club, vacation club, and similar install- 
ment savings programs provided the annual interest does not exceed $10. In 
instances (vii) and (viii), the bank shall, within 15 days following the end of any 
calendar year in which the interest accrued in that year exceeds $10, use its best 
efforts to secure and maintain the appropriate taxpayer identification number or 
application form therefor. 

If the customer does not have a social security number or is unaware of his 
number, he can authorize the Social Security Administration to furnish his iden- 
tification number to the financial institution. This authorization may be printed 
or stamped on the back of Form SS-5 (Application for Social Security No.), in 
the space immediately above the legend, “For Bureau of Data Processing and Ac- 
counts Use”. The authorization must contain the following language: 

Please furnish my SSN to: 


Name 
Address 
Signature 


The customer should complete Form SS-5 and sign the statement on the back 
of the form. The financial institution should mail the completed form to the Social 
Security Administration in the preaddressed envelope provided and retain a copy 
(duplicate or photocopy) of the application until the number is received. 

The Social Security Administration does not require the Form SS-5 or the autho- 
rization statement to be signed by a parent or guardian even though the customer 
is under 18 years of age. 

A similar procedure may be used to obtain employer identification numbers. 
Upon proper authorization by the applicant on the back of Part 2 on the first page 
of Form SS-4 (Application for Employer Identification No.), the IRS will furnish 
the employer identification number to both the applicant and the financial institution. 

Financial institutions may obtain supplies of Form SS-5 and preaddressed en- 
velopes from their nearest Social Security Office, and supplies of Form SS-4 and 
preaddressed envelopes from any Internal Revenue Service Center or district office. 

In the event that a financial institution has been unable to secure the identifica- 
tion required herein with respect to an account within the 45-day period specified, 
it shall nevertheless not be deemed to be in violation of this requirement if (i) it 
has made a reasonable effort to secure such identification, and (ii) it maintains a 
list containing the names, addresses, and account numbers of those persons from 
whom it has been unable to secure such identification, and makes the names, ad- 
dresses, and account numbers of those persons available to the Secretary as directed 
by him. 

A reasonable effort to obtain a taxpayer identification number should include 
the mailing of a written request. The request should inform the customer that the 
bank is required to maintain, for the use of the Department of the Treasury, a list 
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of customers who have failed to supply the bank with a TIN within the 45-day 
period. 

The 45-day period provided for shall be extended where the customer has applied 
for an employer identification number or social security number on Form SS-4 or 
SS-5 until such time as the customer has had a reasonable opportunity to secure 
the number and furnish it to the institution. 





FORM 4789 


FORMS 


€ 200.1. Currency transaction report 
(Form 4789) 


= 4789 Currency Transaction Report 


April 1972 " . 
(Replaces TCR-1) File a separate report for each transaction 
Department of the Treasury 

internal Revenue Service (Complete ail applicable parts—see instructions) 


Identity of person who conducted this transaction with the financial institution 


Name (Last, first and middie initial) Social security number 
Number and street Business, occupation or profess:on 


town, State and ZIP code 


Part Il Person or organization for whom this transaction was completed (Complete only if different than Part |) 


Name Identifying number 
Number and street Business, occupation or profession 


City or town, State and ZIP code 


Part Ill Description of transaction (if additional space is needed, attach a separate schedule) 


1. Nature of transaction (check the applicable boxes) 
Deposit Check purchased 
Withdrawal Traveler's checks purchased 
Currency exchange Security purchase (specify) 
Check cashed Other (specify) 


2. Total amount of currency transaction | 3. Amount in denominations of $100 or 4. Date of transaction (Month, day and 
(in U.S. dollars) higher year) 


5. If other than U.S. currency is involved, please furnish the following information 


Currency name Country Tota! amount of foreign currency 


6. If a check was involved in this transaction, please furnish the following information (See instructions) 


Date and amount of check Payee 


Drawer of check Drawee bank and City of location 


Part IV Type of identification presented in this transaction 


By customers By others 
Savings account number Driver's permit 
Checking account number 
Share account number Passport 
Loan account number — 
Safety deposit box number Alien ID card 


Other (specify) 


Country 


Other (specify) 
Financial institution reporting the financial transaction 


Name and address Identifying number (see instructions) 


Business activity 


Authorized signature 
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[Reverse Side] 


General Instructions 

This report is required by Treasury Department regulations (31 Code 
of Federal Regulations 103) 

Who Must File-—Beginning July 1, 1972, each financial 
institution (as described in these instructions) shall file a re- 
port of each deposit, withdrawal, exchange of currency or 
other payment or transfer, by, through, or to such financial 
institution, which involves a transaction in currency of more 
than $10,000 

Exceptions.—Financial institutions are not required to file 
Form 4789 for transactions 

(1) with Federal Reserve Banks or Federal Home Loan 

Banks; 

(2) solely with, or originated by, financial institutions or 

foreign banks; or 

(3) between a bank and established customers maintain 

ing a deposit relationship with the bank, in amounts 
which the bank may reasonably conclude do not exceed 
amounts commensurate with the customary conduct of 
the customer's business, industry or profession 

However, upon request each bank shall submit a report 
listing those customers who engage in transactions which 
were not reported because of the exemption in (3) 

When and Where to File.—This report shall be filed on or 
before the 45th day following the date of the transaction with 
the Internal Revenue Service Center, 11601 Roosevelt Boule 
vard, Philadelphia, Pennsylvania 19155. Forms may be ob 
tained from any Internal Revenue Service office 

identifying Number.—Socia! security number or employer 
identification number if other than individual 


identification Required.—Before any transaction is effected 
a financial institution shall verify and record the identity, and 
record the account number on its books or the social security 
or taxpayer identification number, if any, of a person with 
whom or for whose account such transaction is to be effected 
Verification of identity for a customer of the financial institu 
tion depositing or withdrawing funds may be by reference to 
his account or other number on the books of the institution 
Verification of identity in any other case may be by examina 
tion, for example, of a driver's license, passport, alien identifi 
cation card, or other appropriate document normally accept 
able as a means of identification 


Penalties.—Civil and criminal penalties are provided for 
failure to file a report or to supply information, and for filing 
a false or fraudulent report. See sections 103.47 and 103.49 
of the regulations 


Specific Instructions 


Part 1.—(1) In the address block, enter the permanent 
address of the person conducting the 
transaction 

(2) In the social security block, enter the social 
security number of the person conducting 
the transaction. If the person has no num 
ber, write ‘None’ in this block 

Part Il.—(1) In the name block, individuals should enter 
their iast name, first name and middle initial, 
if any, in that order. All others should enter 
their complete organization name 
In the identifying number block, enter the 
social security number or employer identi- 
fication number 


Part ill, line 6 —This part should be completed only where 
a check is cashed or a bank check is purchased with currency 


Part IV.—See instruction “identification Required," above. 


Part V.—1institutions may also enter in the name and 
address block other identifying information 


Definitions 

Bank.—Each agent, agency, branch or office within the 
United States of a foreign bank and each agency, branch or 
office within the United States of any person doing business 
in one or more of the capacities listed below: 


(1) a commercial bank or trust company organized under 
the laws of any state or of the United States; 


(2) a private bank; 


(3) a savings and loan association or a building and loan 
association organized under the laws of any state or 
of the United States; 


(4) an insured institution as defined in section 401 of the 
National Housing Act; 


(5) a savings bank, industrial bank or other thrift institu- 
tion; 


(6) a credit union organized under the laws of any state 
or of the United States; and 


(7) any other organization chartered under the banking 
laws of any state and subject to the supervision of the 
bank supervisory authorities of a state 


Currency.—The coin and currency of the United States or 
of any other country, which circulate in and are customarily 
used and accepted as money in the country in which issued 
It includes United States silver certificates, United States 
notes and Federal Reserve notes, but does not include bank 
checks or other negotiable instruments not customarily ac 
cepted as money 


Financial Institution.—-Each agency. branch or office within 
the United States of any person doing business in one or more 
of the capacities listed below 


(1) a bank; 


(2) a broker or dealer in securities, registered or required 
to be registered with the Securities and Exchange Com- 
mission under the Securities Exchange Act of 1934; 


(3) @ person who engages as a business in dealing in or 
exchanging currency as, for example, a dealer in for 
eign exchange or a person engaged primarily in the 
cashing of checks; 


@ person who engages as a business in the issuing, 
selling or redeeming of travelers’ checks, money or- 
ders, or similar instruments, except one who does 
so as a selling agent exclusively, or as an incidental 
part of another business 


an operator of a credit card system which issues, or 
authorizes the issuance of, credit cards that may be 
used for the acquisition of monetary instruments, 
goods, or services outside the United States 


a licensed transmitter of funds. or other person en 
gaged in the business of transmitting funds abroad 
for others. 


Person.—An individual, a corporation, a partnership, a 
trust or estate, a joint stock company, an association, a syn 
dicate, joint venture, or other unincorporated organization or 
group, and all entities cognizable as legal personalities. 


Transaction in Currency.—A transaction involving the phys- 
ical transfer of currency from one person to another. A trans- 
action which is a transfer of funds by means of bank check, 
bank draft. wire transfer, or other written order, and which 
does not include the physical transfer of currency is not a 
transaction in currency within the meaning of this part 


GOVERNMENT PRINTING OFFICE (87 —O-427- 329 
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{ 200.2. Report of international transportation of currency or 
monetary instruments 
(Form 4790) 


rom 4790 Report of International Transportation Of | tis torm is to ve 


(Rev. May 1973) Currency or Monetary Instruments fed with the 
ne (PLEASE TYPE OR PRINT) Surcen of Customs 


For Individual Departing From or Entering the United States 


1 Name (last or family, first, and middie) 2 Identitying number (see instrs.) | 3 Date of birth (month, day and year) 


5 Of what country are you a citizen 
or subject? 











4 Permanent address in United States or abroad 





6 Address while in the United States ; 7 Passport number and country 





8 U.S. visa date 9 Place United States visa was issued . | 10 immigration alien “number, if any 
| 


COMPLETE EITHER 11(a) or 11(b) WHICHEVER IS APPLICABLE 
11(a) | am departing from the United States at: (City) 
and my destination is: (City) 
(b) | arrived in the United States a' . ‘ . eceneineetnnongnesiaciin 
from this: (Foreign City) ._____. - . ) 


For Person Shipping, Mailing or Receiving Currency or Monetary Instruments 





12 Name (last or family, first, and middie) or business name | 13 Identifying number (see instrs.)| 14 Date of birth (month, day, and year) 








15 Permanent address in United States or abroad 16 Of what country are you a citizen 


or subject? 








17 Address while in the United States 18 Passport number and country 








19 U.S. visa date 20 Place United States visa was issued ~ | 22 immigration alien number, if any 








22 The date of shipment or receipt of currency or instrument >. 
23 The currency or monetary instrument was shipped [") to or received 0 


Address) 


24 If the currency or monetary instrument was mailed, shipped, or transported, please complete the following 
(@) Method of shipment (Auto, U.S. Mail, Public Carrier, etc.) >» 
'b) Name of transporter or carrier > 


GG2RM Currency and Monetary instrument information (See instructions) (To be completed by everyone) 








Type and amount of currency and/or monetary instrument: ae ~ Value in US. Dollars 
25 (2) C Coins ee » « . . . i$ 
(&) 0 Currency . F +" “erie . . 

(c) © Bearer instrument (specify type) ® —.............. 
(d) Total amount (add lines (a), (b) and (c)) - ave ene 
26 If other than United States currency is involved, please complete the following: (See instructions) 
a) Curre name b) Country > 
General—To be Completed by All Travelers, Shippers and Recipients 
27 Were you acting as an agent, attorney, or in other capacity for anyone in this currency of monetary instrument activity? 
if “Yes,” please complete the following: 
(a) Name of person in whose behalf you are acting > _ 
(b) Complete address of that person > 

















(c) Business activity, occupation or profession of that pe: > 
Under penalties of perjury, | deciare that | have examined this report, and to the best of my knowledge and belief it is true, correct and complete 


Sign here »-- 
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Part Ill 
BANK PROTECTION 








BANK PROTECTION ACT § 2 


THE BANK PROTECTION ACT 


Title of act [§ 201.1] 
BPA §1 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bank Pro- 
tection Act of 1968.” 


[Legislative note: This Act is classified to 12 U.S.C. Chapter 19 except Section 1 
which is not reproduced as a section, and Section 6 which amended 12 U.S.C. 
§ 1729(c) and which does not affect banks and is accordingly not discussed here.] 


Federal supervisory agency defined [{ 202.1] 
BPA § 2 (12 U.S.C. § 1881) 


As used in this chapter the term “Federal supervisory agency” means— 

(1) The Comptroller of the Currency with respect to national banks and 
district banks, 

(2) The Board of Governors of the Federal Reserve System with respect to 
Federal Reserve banks and State banks which are members of the Federal Re- 
serve System, 

(3) The Federal Deposit Insurance Corporation with respect to State banks 
which are not members of the Federal Reserve System but the deposits of which 
are insured by the Federal Deposit Insurance Corporation, and 

(4) The Federal Home Loan Bank Board with respect to Federal savings 
and loan associations, and institutions the accounts of which are insured by the 
Federal Savings and Loan Insurance Corporation. 


Pub. L. 90-389, § 2, July 7, 1968, 82 Stat. 294. 


EDITORIAL COMMENTARY 


{ 202.2. Definitions—summary of powers 


The definitions are self-explanatory. The operative sections which follow confer 
powers and impose duties on the Federal supervisory agencies for the implementation 
of this Act. The principal matters dealt with are the promulgation of detailed rules 
and regulations for the establishment of security measures and the consultation re- 
quired to be had with insurers to determine the feasibility and desirability of premium 
rate differential. 
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Security measures—rules for installation, maintenance, and oper- 
ation of security devices and procedures [{ 203.1] 
BPA § 3 (12 U.S.C. § 1882) 


(a) Within six months from July 7, 1968, each Federal supervisory agency 
shall promulgate rules establishing minimum standards with which each bank or 
savings and loan association must comply with respect to the installation, mainte- 
nance, and operation of security devices and procedures, reasonable in cost, to dis- 
courage robberies, burglaries, and larcenies and to assist in the identification and 
apprehension of persons who commit such acts. 


Time for compliance with standards; periodic reports 


(b) The rules shall establish the time limits within which banks and savings and 
loan associations shall comply with the standards and shall require the submission 
of periodic reports with respect to the installation, maintenance, and operation of 
security devices and procedures. 


Pub. L. 90-389, § 3, July 7, 1968, 82 Stat. 295. 


EDITORIAL COMMENTARY 


{ 203.2. Powers and directions 


In pursuance of the directions given and powers conferred by this section, regula- 
tions have been promulgated by the Comptroller of the Currency (12 C.F.R. 21) 
[{ 251], the Board of Governors of the Federal Reserve System (Regulation P, 12 
C.F.R. 216) [{ 252], and the Federal Deposit Insurance Corporation (12 C.F.R. 
326) [{ 253]. 


{ 203.3. Principal provisions 


These regulations provide for: 

(1) The designation by every bank of a security officer charged with the respon- 
sibility for the installation, maintenance, and operation of security devices and 
for the development and administration of programs which must at least be 
equal to the standards prescribed by the regulations. This officer is subject 
of course to the supervision of the board of directors of the bank; 

The installation, maintenance, and operation of lighting systems, locking de- 
vices, alarm systems, and other necessary devices having regard to various 
considerations which will determine the appropriateness for each bank; 

The development and administration of security programs which will take into 
account in particular the requirements described in the regulations; 

The filing of compliance reports, reports on security devices and special re- 
ports; and 

The taking of corrective action on the direction of the federal regulatory 
agency concerned. 
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COMMENTARY 
{ 203.4. Minimum standards of security devices 


The regulations lay down minimum standards for security devices, surveillance 
systems, robbery and burglary alarm systems, vaults, safes, safe-deposit boxes, night 
depositories, and automatic paying or receiving machines. 

Provision is also made to give guidance on proper employee conduct during and 
after a robbery. 


{ 203.5. Reports 


In accordance with these regulations, reports are required to be given to the appro- 
priate regional administrator of national banks by national banks and district banks 
on Forms CC 9030-01, (Report on Security Devices) and CC 9030-02 (Report of 
Crime) to the reserve bank for the district concerned by every state member bank 
on Forms P-1 (Report on Security Devices) and P-2, (Report of Crime), and to the 
supervising examiner of the appropriate Federal Deposit Insurance Corporation dis- 
trict by every insured state nonmember bank. 


Insurance rates; Report to Congress [{ 204.1] 
BPA Act § 4 (12 S.C. § 1883) 


The Federal supervisory agencies shall consult with 
(1) insurers furnishing insurance protection against losses resulting from 
robberies, burglaries, and larcenies committed against financial institutions re- 
ferred to in section 1881 of this title, and 
(2) State agencies having supervisory or regulatory responsibilities with re- 
spect to such insurers 
to determine the feasibility and desirability of premium rate differentials based on 
the installation, maintenance, and operation of security devices and procedures. 
The Federal supervisory agencies shall report to the Congress the results of their 
consultations pursuant to this section not later than two years after July 7, 1968. 


Pub. L. 90-389, § 4, July 7, 1968, 82 Stat. 295. 


EDITORIAL COMMENTARY 


{ 204.2. Report to Congress 


As a consequence of the passing of the Bank Protection Act and the compliance 
by banks with the rules and regulations promulgated thereunder relating to the instal- 
lation, maintenance, and operation of security devices and procedures, it was believed 
that it might be possible to persuade insurance companies to lower their premiums 
on the basis of such compliance. To that end, the federal supervisory agencies were 
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COMMENTARY 


directed to consult with insurers and the corresponding state supervisory or regula- 
tory agencies. A report was required to be made to the Congress not later than two 
years after July 7, 1968. 

The mathematics of insurance is based on loss experience and not on any theo- 
retical considerations. The report made by the federal supervisory agencies clearly 
indicates that the insurance industry reiterated this position. A copy of the report 
is reproduced in [{ 261]. 


Penalties for violations [{ 205.1] 
BPA § 5 (12 U.S.C. § 1884) 


A bank or savings and loan association which violates a rule promulgated pur- 
suant to this chapter shall be subject to a civil penalty which shall not exceed $100 
for each day of the violation. 


Pub.L. 90-389, § 5, July 7, 1968, 82 Stat. 295. 


EDITORIAL COMMENTARY 
€ 205.2. Recovery of penalty 


For recovery of penalty, see 28 U.S.C. § 1355. 


REGULATIONS; NOTIFICATIONS 


[€ 251] Minimum security devices and procedures for national 
banks and district banks 
(12 C.F.R. Part 21) 


~” 
oO 
Q 


AnaRwWHHO: 


Scope of part. 

Definitions. 

Designation of security officer 

Security devices. 

Security procedures. 

Filing by banks of reports with the Comptroller of the Currency. 
Corrective action. 

Penalty provisions. 
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Appendix A—Minimum standards for security -devices. 
Appendix B—Proper employee conduct during and after a robbery. 


AuTHorITy: The provisions of this Part 21 issued under sec. 3, 82 Stat. 295. 
Interpret or apply secs. 1, 2, 3, 4, 5, 82 Stat. 294, 295. 
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[{ 251.0] § 21.0 Scope of part. 


Pursuant to the authority conferred upon the Comptroller of the Currency by 
section 3 of the Bank Protection Act of 1968 (82 Stat. 295), the regulations con- 
tained in this part— 

(a) Establish minimum standards with which each national or district bank 
must comply with respect to the installation, maintenance, and operation of security 
devices and procedures to discourage robberies, burglaries, and larcenies and to 
assist in the identification and apprehension of persons who commit such acts; 

(b) Establish time limits within which each such bank shall comply with such 
standards; and 

(c) Require the submission of reports with respect to the installation, mainte- 
nance, and operation of security devices and procedures. 


[{ 251.1] § 21.1 Definitions. 


For purposes of this part— 

(a) “Bank” means a national banking association or a bank located in the Dis- 
trict of Columbia and subject to the supervision of the Comptroller of the Currency. 

(b) “Banking hours” means the time during which a banking office is open for 
the normal transaction of business with the banking public. 

(c) “Banking office” means the main office of a bank or branch authorized 
under 12 U.S.C. section 36. 

(d) “Teller’s station or window” means a location in a banking office at which 
bank customers routinely conduct transactions, with the bank which involve the 
exchange of funds, including a walkup or drive-in teller’s station or window. 


[{ 251.2] § 21.2 Designation of security officer. 


On or before February 15, 1969, or within 30 days after the opening of a new 
bank, the board of directors of each bank shall designate an officer or other em- 
ployee of the bank who shall be charged, subject to the supervision by the bank’s 
board of directors, with responsibility for the installation, maintenance, and opera- 
tion of security devices and the development and administration of a security pro- 
gram which equal or exceed the standards prescribed by this part. 


{{ 251.3] § 21.3 Security devices. 


(a) Installation, maintenance, and operation of appropriate security devices. 
Before January 1, 1970, or within 30 days after the opening of a new bank, the 
security officer of each bank, under such directions as shall be given him by the 
bank’s board of directors, shall survey the need for security devices in each of the 
bank’s banking offices and shall provide for the installation, maintenance, and 
operation, in each such office, of— 

(1) A lighting system for illuminating, during the hours of darkness, the area 
around the vault, if the vault is visible from outside the banking office; 

(2) Tamper-resistant locks on exterior doors and exterior windows designed 
to be opened; 

(3) An alarm system or other appropriate device for promptly notifying the 
nearest responsible law enforcement officers of an attempted or perpetrated robbery 
or burglary; and 

(4) Such other devices as the security officer, after seeking the advice of law 
enforcement officers, shall determine to be appropriate for discouraging robberies, 
burglaries, and larcenies, and for assisting in the identification and apprehension 
of persons who commit such acts. 
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(b) Considerations relevant to determining appropriateness. For the purposes 
of subparagraph (4) of paragraph (a) of this section, considerations relevant to 
determining appropriateness include, but are not limited to— 

(1) The incidence of crimes against the particular banking office and/or 
against financial institutions in the area in which the banking office is or will be 
located; 

(2) The amount of currency or other valuables exposed to robbery, burglary, 
or larceny; 

(3) The distance of the banking office from the nearest responsible law en- 
forcement officers and the time required for such law enforcement officers ordi- 
narily to arrive at the banking office; 

(4) The cost of the security devices; 

(5) Other security measures in effect at the banking office; and 

(6) The physical characteristics of the banking office structure and its sur- 
roundings. 

(c) Implementation. It is appropriate for banking offices in areas with a high 
incidence of crime to install many devices which would not be practicable because 
of costs for small banking offices in areas substantially free of crimes against finan- 
cial institutions. Each bank shall consider the appropriateness of installing, main- 
taining, and operating security devices which are expected to give a general level 
of bank protection at least equivalent to the standards described in Appendix A 
of this part. In any case in which (on the basis of the factors listed in paragraph 
(b) of this section or similar ones, the use of other measures, or the decision that 
technological change allows the use of other measures judged to give equivalent 
protection) it is decided not to install, maintain, and operate devices at least equiva- 
lent to these standards, the bank shall preserve in is records a statement of the 
reasons for such decision. 


[{ 251.4] § 21.4 Security procedures. 


(a) Development and administration. On or before July 15, 1969, each bank 
shall develop and provide for the administration of a security program to protect 
each of its banking offices from robberies, burglaries, and larcenies and to assist 
in the identification and apprehension of persons who commit such acts. The 
security program shall be reduced to writing, approved by the bank’s board of 
directors, and retained by the bank in such form as will readily permit determina- 
tion of its adequacy and effectiveness. 

(b) Contents of security programs. Such security programs shall— 

(1) Provide for establishing a schedule for the inspection, testing, and ser- 
vicing of all security devices installed in each banking office; provide for designating 
the officer or other employee who shall be responsible for seeing that such devices 
are inspected, tested, serviced, and kept in good working order; and require such 
officer or other employee to keep a record of such inspections, testings, and ser- 
vicings; 

(2) Require that each banking office’s currency be kept at a reasonable mini- 
mum and provide procedures for safely removing excess currency; 

(3) Require that the currency at each teller’s station or window be kept at 
a reasonable minimum and provide procedures for safely removing excess currency 
and other valuables to a locked safe, vault, or other protected place; 

(4) Require that the currency at each teller’s station or window include “bait” 
money, i.e., used Federal Reserve notes the denominations, banks of issue, serial 
numbers, and series years of which are recorded, verified by a second officer or 
employee, and kept in a safe place; 

(5) Require that all currency, negotiable securities, and similar valuables be 
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kept in a locked vault or safe during nonbanking hours, that the vault or safe be 
opened at the latest time practicable before banking hours, and that the vault or 
safe be locked at the earliest time practicable after banking hours; 

(6) Provide, where practicable, for designation of a person or persons to 
open each banking office and require him or them to inspect the premises, to ascer- 
tain that no unauthorized persons are present, and to signal other employees that 
the premises are safe before permitting them to enter; 

(7) Provide for designation of a person or persons who will assure that all 
security devices are turned on and are operating during the periods in which such 
devices are intended to be used; 

(8) Provide for designation of a person or persons to inspect, after the closing 
hour, all areas of each banking office where currency, negotiable securities, or 
similar valuables are normally handled or stored in order to assure that such cur- 
rency, securities, and valuables have been put away, that no unauthorized persons 
are present in such areas, and that the vault or safe and all doors and windows are 
securely locked; and 

(9) Provide for training, and periodic retraining, of employees in their re- 
sponsibilities under the security program, including the proper use of security de- 
vices and proper employee conduct during and after a robbery, in accordance with 
the procedures listed in Appendix B of this part. 


[{ 251.5] § 21.5 Filing by banks of reports with the Comptroller of the Currency. 


(a) Compliance reports. As of the last business day in June of 1970, and as of 
the last business day in June of each calendar year thereafter, each bank shall file 
with the Regional Administrator of National Banks for the region in which it is 
located a statement certifying to its compliance with the requirements of this part. 
The statement shall be dated and signed by the president, or cashier, or other man- 
aging officer of the bank and may be in a form substantially as follows: 

I hereby certify to the best of my knowledge and belief that this bank has de- 
veloped and administers a security program that equals or exceeds the standards 
prescribed by 12 CFR § 21.4; that such security program has been reduced to 
writing, approved by the bank’s board of directors, and retained by the bank in 
such form as will readily permit determination of its adequacy and effectiveness; 
and that the bank security officer, after seeking the advice of law enforcement 
officers, has provided for the installation, maintenance, and operation of appro- 
priate security devices, as prescribed by 12 CFR § 21.3, in each of the bank’s 
banking offices. 

(b) Records of consultation. The bank’s files shall contain a readily available 
record showing the name(s) and title(s) of the law enforcement officer(s) whose 
advice the security officer sought prior to the installation, maintenance, and opera- 
tion of appropriate security devices. 

(c) Reports on security devices. On or before March 15, 1969, and upon such 
other occasions as the Comptroller of the Currency may specify, each bank shall 
file with the Regional Administrator of National Banks for the region in which it 
is located a report on Form CC 9030-01 (in duplicate) for each of its offices that 
is subject to this part. 

(d) External crime reports. Each time a robbery, burglary, or nonbank em- 
ployee larceny is perpetrated or attempted at a banking office operated by a bank, 
the bank shall, within a reasonable time, file a report in conformity with the re- 
quirements of Form CC 9030-02 with the Regional Administrator of National 
Banks for the region in which the reporting bank is located. 

(e) Special reports. Each bank shall file such other reports as the Comptroller 
of the Currency or his designee may require. 
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[{ 251.6] § 21.6 Corrective action. 


Whenever the Comptroller of the Currency or his designee determines that the 
security devices or procedures used by a bank are deficient in meeting the require- 
ments of this part, or that the requirements of this part should be varied in the 
circumstances of a particular banking office, he may take or require the bank to 
take necessary corrective action. If the Comptroller of the Currency or his designee 
determines that such corrective action is appropriate or necessary, the bank will be 
so notified and will be furnished a statement of what the bank must do to comply 
with the requirements of this part. 


[{ 251.7] § 21.7 Penalty provision. 


Pursuant to section 5 of the Bank Protection Act of 1968 (82 Stat. 295), a 
bank that violates any provision of this part shall be subject to a civil penalty not 
to exceed $100 for each day of violation. 


APPENDIX A 
MINIMUM STANDARDS FOR SECURITY DEVICES 


In order to assure realization of maximum performance capabilities, all security 
devices utilized by a bank should be regularly inspected, tested, and serviced by 
competent persons. Actuating devices for surveillance systems and robbery alarms 
should be operable with the least risk of detection by unauthorized persons that 
can be practicably achieved. 

(1) Surveillance systems (i) General. Surveillance systems should be: 

(A) Equipped with one or more photographic, recording, monitoring, or like 
devices capable of reproducing images of persons in the banking office with suffi- 
cient clarity to facilitate (through photographs capable of being enlarged to pro- 
duce a one-inch vertical head-size of persons whose images have been reproduced) 
the identification and apprehension of robbers or other suspicious persons; 

(B) Reasonably silent in operation; and 

(C) So designed and constructed that necessary services, repairs or inspections 
can readily be made. Any camera used in such a system should be capable of 
taking at least one picture every 2 seconds and, if it uses film, should contain 
enough unexposed film at all times to be capable of operating for not less than 
3 minutes, and the film should be at least 16mm. 

(ii) Installation and operation of surveillance systems providing surveillance of 
other than walk-up or drive-in teller’s stations or windows. Surveillance devices for 
other than walk-up or drive-in teller’s stations or windows should be: 

(A) Located so as to reproduce identifiable images of persons either leaving the 
banking office or in a position to transact business at each such station or window; 
and 

(B) Capable of actuation by initiating devices located at each teller’s station 
or window. 

(iii) Installation and operation of surveillance systems providing surveillance of 
walk-up or drive-in teller’s stations or windows. Surveillance devices for walk-up 
or drive-in teller’s stations or windows should be located in such a manner as to 
reproduce identifiable images of persons in a position to transact business at each 
such station or window and areas of such station or window that are vulnerable 
to robbery or larceny. Such devices should be capable of actuation by one or more 
initiating devices located within or in close proximity to such station or window. 
Such devices may be omitted in the case of a walk-up or drive-in teller’s station or 
window in which the teller is effectively protected by a bullet-resistant barrier from 
persons outside the station or window. However, if the teller is vulnerable to lar- 
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ceny or robbery by members of the public who enter the banking office, the teller 
should have access to a device to actuate a surveillance system that covers the area 
of vulnerability or the exits to the banking office. 

(2) Robbery and burglary alarm systems.—(i) Robbery alarm systems. A 
robbery alarm system should be provided for each banking office at which the 
police orodinarily can arrive within 5 minutes after an alarm is actuated; all other 
banking offices should be provided with appropriate devices for promptly notifying 
the police that a robbery has occurred or is in progress. Robbery alarm systems 
should be: 

(A) Designed to transmit to the police, either directly or through an interme- 
diary, a signal (not detectable by unauthorized persons) indicating that a crime 
against the banking office has occurred or is in progress; 

(B) Capable of actuation by initiating devices located at each teller’s station or 
window (except walk-up or drive-in teller’s stations or windows in which the teller 
is effectively protected by 2 bullet-resistant barrier and effectively isolated from 
persons, other than fellow empioyees, inside a banking office of which such station 
or window may be a part); 

(C) Safeguarded against accidental transmission of an alarm; 

(D) Equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) Equipped with an independent source of power (such as a battery) suffi- 
cient to assure continuously reliable operation of the system for at least 24 hours 
in the event of failure of the usual source of power. 

(ii) Burglary alarm systems. A burglary alarm system should be provided for 
each banking office. Burglary alarm systems should be: 

(A) Capable of detecting promptly an attack on the outer door, walls, floor, or 
ceiling of each vault, and each safe not stored in a vault, in which currency, nego- 
tiable securities, or similar valuables are stored when the office is closed, and any 
attempt to move any such safe; 

(B) Designed to transmit to the police, either directly or through an interme- 
diary, a signal indicating that any such attempt is in progress; and for banking 
offices at which the police ordinarily cannot arrive within 5 minutes after an alarm 
is actuated, designed to actuate a loud sounding bell or other device that is audible 
inside the banking office and for a distance of approximately 500 feet outside the 
banking office; 

(C) Safe-guarded against accidental transmission of an alarm; 

(D) Equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) Equipped with an independent source of power (such as a battery) suffi- 
cient to assure continously reliable operation of the system for at least 80 hours 
in the event of failure of the usual source of power. 

(3) Walk-up and drive-in teller’s stations or windows. Walk-up and drive-in 
teller’s stations or windows contracted for after February 15, 1969, should be con- 
structed in such a manner that tellers are effectively protected by bullet-resistant 
barriers from robbery or larceny by persons outside such stations or windows. 
Such barriers should be of glass at least 1-3/16 inches in thickness,’ or of material 
of at least equivalent bullet-resistance. Pass-through devices should be so designed 
and constructed as not to afford a person outside the station or window a direct 
line of fire at a person inside the station. 

(4) Vaults, safes, safe deposit boxes, night depositories, and automated paying 
or receiving machines. Vaults, safes (if not to be stored in a vault), safe deposit 


1It should be emphasized that this thickness is merely bullet-resistant and not bullet- 
proof. 
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boxes, night depositories, and automated paying or receiving machines, in any of 
which currency, negotiable securities, or similar valuables are to be stored when 
banking offices are closed, should meet or exceed the standards expressed in this 
section. 

(i) Vaults. A vault is defined as a room or compartment that is designed for 
the storage and safekeeping of valuables and which has a size and shape which 
permits entrance and movement within by one or more persons. Other asset storage 
units which do not meet this definition of a vault will be considered as safes. Vaults 
contracted for after November 1, 1973,° should have walls, floor, and ceiling of 
reinforced concrete at least 12 inches in thickness.* The vault door should be made 
of steel at least 3% inches in thickness, or other drill and torch resistant material, 
and be equipped with a dial combination lock, a time lock, and a substantial lock- 
able day-gate. Electrical conduits into the vault should not exceed 1% inches in 
diameter and should be offset within the walls, floor, or ceiling at least once so as 
not to form a direct path of entry. A vault ventilator, if provided, should be de- 
signed with consideration of safety to life without significant reduction of the 
strength of the vault wall to burglary attack. Alternatively, vaults should be so 
designed and constructed as to afford at least equivalent burglary resistance.* 

(ii) Safes. Safes contracted for after February 15, 1969, should weigh at least 
750 pounds empty, or be securely anchored to the premises where located. The 
body should consist of steel, at least 1 inch in thickness, either cast or fabricated, 
with an ultimate tensile strength of 50,000 pounds per square inch and be fastened 
in a manner equal to a continuous % inch penetration weld having an ultimate 
tensile strength of 50,000 pounds per square inch. The door should be made of 
steel that is at least 14% inches in thickness, and at least equivalent in strength to 
that specified for the body; and the door should be equipped with a combination 
lock, or time lock, and with a relocking device that will effectively lock the door 
if the combination lock or time lock is punched. One hole not exceeding % inch 
diameter may be provided in the body to permit insertion of electrical conductors, 
but should be located so as not to permit a direct view of the door or locking 
mechanism. Alternatively, safes should be constructed of materials that will afford 
at least equivalent burglary resistance. 

(iii) Safe deposit boxes. Safe deposit boxes used to safeguard customers valu- 
ables should be enclosed in a vault or safe meeting at least the above-specified 
minimum protection standards. 

(iv) Night depositories. Night depositories (excluding envelope drops not used 


* Vaults contracted for previous to this date should be constructed in conformance 
with all applicable specifications then in effect. 

% The reinforced concrete should have: two grids of #5 (5/8” diameter) deformed 
steel bars located in horizontal and vertical rows in each direction to form grids not more 
than 4 inches on center; or two grids of expanded steel bank vault mesh placed parallel 
to the face of the walls, weighing at least 6 pounds per square foot to each grid, having 
a diamond pattern not more than 3” x 8”; or two grids of any other fabricated steel 
placed parallel to the face of the walls, weighing at least 6 pounds per square foot to 
each grid and having an open area not exceeding 4 inches on center. Grids are to be 
located not less than 6 inches apart and staggered in each direction. The concrete should 
develop an ultimate compression strength of at least 3,000 pounds per square inch. 

* Equivalent burglary-resistant materials for vaults do not include the use of a steel 
lining, either inside or outside a vault wall, in lieu of the specified reinforcement and 
thickness of concrete. Nonetheless, there may be instances, particularly where the con- 
struction of a vault of the specified reinforcement and thickness of concrete would re- 
quire substantial structural modification of an existing building, where compliance with 
the specified standards would be unreasonable in cost. In those instances, the bank 
should comply with the procedure set forth in section 21.3(c). 
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to receive substantial amounts of currency) contracted for after February 15, 
1969, should consist of a receptacle chest having cast or welded steel walls, top, 
and bottom, at least 1 inch in thickness; a steel door at least 112 inches in thick- 
ness, with a combination lock; and a chute, made of steel that is at least 1 inch in 
thickness, securely bolted or welded to the receptacle and to a depository entrance 
of strength similar to the chute. Alternatively, night depositories should be so de- 
signed and constructed as to afford at least equivalent burglary resistance.’ Each 
depository entrance (other than an envelope drop slot) should be equipped with 
a lock. Night depositories should be equipped with a burglar alarm and be designed 
to protect against the “fishing” of a deposit from the deposit receptacle, and to 
protect against the “trapping” of a deposit for extraction. 

(v) Automated paying or receiving machines. Except as hereinafter provided, 
cash dispensing machines (automated paying machines), including those machines 
which also accept deposits (automated receiving machines) contracted for after 
November 1, 1973, should weigh at least 750 pounds empty, or be securely an- 
chored to the premises where located. Cash dispensing machines should contain, 
among other features, a storage chest having cast or welded steel walls, top, and 
bottom, at least one inch in thickness, with a tensile strength of at least 50,000 
pounds per square inch. Any doors should be constructed of steel at least equiva- 
lent in strength to the storage chest and be equipped with a combination lock and 
with a relocking device that will effectively lock the door if the combination lock 
is punched. The housing covering the cash dispensing opening in the storage chest 
and the housing covering the mechanism for removing the cash from the storage 
chest, should be so designed as to provide burglary resistance at least equivalent 
to the storage chest and should also be designed to protect against the “fishing” of 
cash from the storage chest. The cash dispensing control and delivering mecha- 
nism (and, when applicable, cash deposit receipt mechanism) should be protected 
by steel, at least 4% inch in thickness, securely attached to the storage chest. A 
cash dispensing machine which also receives deposits should have a receptacle chest 
having the same burglary resistant characteristics as that of a cash dispensing stor- 
age chest and should be designed to protect against the fishing and trapping of 
deposits. Necessary ventilation for the automated machines should be designed 
so as to avoid significantly reducing the burglary resistance of the machines. The 
cash dispensing machine should also be designed so as to be protected against 
actuation by unauthorized persons, should be protected by a burglar alarm, and 
should be located in a well-lighted area. Alternatively, cash dispensing machines 
should be so designed and constructed as to afford at least equivalent burglary 
resistance.* A cash dispensing machine which is used inside a bank’s premises only 
during bank business hours, and which is empty of currency and coin at all other 
times, should at least provide safeguards against “jimmying,” unauthorized opening 
of the storage chest door, and against actuation by unauthorized persons. 


APPENDIX B 
PROPER EMPLOYEE CONDUCT DURING AND AFTER A ROBBERY 


With respect to proper employee conduct during and after a robbery, employees 
should be instructed: 
(1) To avoid actions that might increase danger to theriselves or others; 


5 Equivalent burglary-resistant materials for night depositories include the use of one- 
fourth inch steel plate encased in 6 inches or more of concrete or masonry building wall. 

6 Equivalent burglary-resistant materials for cash dispensing machines include the use 
of 3/8 inch thick nickel stainless steel meeting American Society of Testing Materials 
(ASTM) Designation A 167-70, Type 304, in place of 1 inch thick steel, if other criteria 
are satisfied. 
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(2) To activate the robbery alarm system and the surveillance system during 
the robbery, if it appears that such activation can be accomplished safely; 

(3) To observe the robber’s physical features, voice, accent, mannerisms, 
dress, the kind of weapon he has, and any other characteristics that would be useful 
for identification purposes; 

(4) That if the robber leaves evidence (such as a note) try to put it aside and 
out of sight, if it appears that this can be done safely; retain the evidence, do not 
handle it unnecessarily, and give it to the police when they arrive; and refrain from 
touching, and assist in preventing others from touching, articles or places the robber 
may have touched or evidence he may have left, in order that finger prints of the 
robber may be obtained; 

(5) To give the robber no more money than| the amount he demands, and 
include “bait” money in the amount given; 

(6) That if it can be done safely, observe the direction of the robber’s escape 
and the description and license plate number of the |vehicle used, if any; 

(7) To telephone the local police, if they have not arrived, and the nearest 
office of the Federal Bureau of Investigation, or inform a designated officer or 
other employee who has this responsibility, that a robbery has been committed; 

(8) That if the robber leaves before the police arrive, assure that a designated 
officer or other employee waits outside the office, if it is safe to do so, to inform 
the police when they arrive that the robber has left; 

(9) To attempt to determine the names and addresses of other persons who 
witnessed the robbery or the escape, and request them to record their observations 
or to assist a designated officer or other employee in so doing; 

(10) To refrain from discussing the details of the robbery with others before 
recording the observations respecting the robber’s physical features and other char- 
acteristics as hereinabove described and the direction of escape and description of 
vehicle used, if any. 


{{ 252] Minimum security devices and procedures for Federal 
Reserve banks and state member banks—Regulation P 
(12 C.F.R. Part 216) 


BOARD OF GOVERNORS 
of the 
FEDERAL RESERVE SYSTEM 


MINIMUM SECURITY DEVICES AND PROCEDURES 
FOR FEDERAL RESERVE BANKS AND 
STATE MEMBER BANKS* 


REGULATION P 
(12 CFR 216) 


Effective January 13, 1969 


Any inquiry relating to this regulation should be addressed to the Federal 
Reserve Bank of the Federal Reserve District in which the inquiry arises. 
Forms necessary for the preparation of reports may be obtained from any 
Federal Reserve Bank. 
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APPENDIX B: PROPER EMPLOYEE CONDUCT DURING AND AFTER A ROBBERY. 


STATUTORY APPENDIX. 


[{ 252.0] § 216.0 Scope of part. 


Pursuant to the authority conferred upon the Board of Governors of the Federal 
Reserve System by section 3 of the Bank Protection Act of 1968 (82 Stat. 295) 
with respect to State banks which are members of the Federal Reserve System and 
to Federal Reserve Banks! the rules contained in this Part— 

(a) establish minimum standards for the installation, maintenance, and opera- 
tion of security devices and procedures to discourage robberies, burglaries, and 
larcenies and to assist in the identification and apprehension of persons who commit 
such acts; 

(b) establish time limits for compliance; and 

(c) require the submission of reports. 


1 See section 216.7 regarding the applicability of this Part to Federal Reserve Banks. 
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[{ 252.1] § 216.1 Definitions. 


For the purposes of this Part— 

(a) The term “State member bank” means any bank that is a member of the Fed- 
eral Reserve System (other than a national bank or a District of Columbia bank). 

(b) The term “banking hours” means the time during which a banking office is 
open for the normal transaction of business with the banking public. 

(c) The term “banking office” includes the main office of any State member bank 
and any branch thereof. 

(d) The term “branch” includes any branch bank, branch office, branch agency, 
additional office, or any branch place of business located in any State of the United 
States or in any Territory of the United States, Puerto Rico, Guam, or the Virgin 
Islands at which deposits are received or checks paid or money lent. 

(e) The term “Board” means of the Board of Governors of the Federal Reserve 
System. 

(f) The term “teller’s station or window” means a location in a banking office at 
which bank customers routinely conduct transactions with the bank which involve 
the exchange of funds, including a walk-up or drive-in teller’s station or window. 


[{ 252.2] § 216.2 Designation of security officer. 


On or before February 15, 1969 (or within thirty days after a State bank be- 
comes a member of the Federal Reserve System, whichever is later), the board 
of directors of each State member bank shall designate an officer or other employee 
of the bank who shall be charged, subject to supervision by the bank’s board of 
directors, with responsibility for the installation, maintenance, and operation of 


security devices and for the development and administration of a security program 
which equal or exceed the standards prescribed by this Part. 


[€ 252.3] § 216.3 Security devices. 


(a) Installation, maintenance, and operation of appropriate security devices. 
Before January 1, 1970 (or within thirty days after a State bank becomes a member 
of the Federal Reserve System, whichever is later), the security officer of each 
State member bank, under such directions as shall be given him by the bank’s board 
of directors, shall survey the need for security devices in each of the bank’s banking 
offices and shall provide for the installation, maintenance, and operation, in each 
such office, of— 

(1) a lighting system for illuminating, during the hours of darkness, the area 
around the vault, if the vault is visible from outside the banking office; 

(2) tamper-resistant locks on exterior doors and exterior windows designed to 
be opened; 

(3) an alarm system or other appropriate device for promptly notifying the 
nearest responsible law enforcement officers of an attempted or perpetrated robbery 
or burglary; and 

(4) such other devices as the security officer, after seeking the advice of law 
enforcement officers, shall determine to be appropriate for discouraging robberies, 
burglaries, and larcenies and for assisting in the identification and apprehension 
of persons who commit such acts. 


(b) Considerations relevant to determining appropriateness. For the purposes of 
subparagraph (4) of paragraph (a) of this section, considerations relevant to deter- 
mining appropriateness include, but are not limited to— 

(1) the incidence of crimes against the particular banking office and/or against 
financial institutions in the area in which the banking office is or will be located; 
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(2) the amount of currency or other valuables exposed to robbery, burglary, 
or larceny; 

(3) the distance of the banking office from the nearest responsible law enforce- 
ment officers and the time required for such law enforcement officers ordinarily to 
arrive at the banking office; 

(4) the cost of the security devices; 

(5) other security measures in effect at the banking office; and 

(6) the physical characteristics of the banking office structure and its sur- 
roundings. 


(c) Implementation. It is appropriate for banking offices in areas with a high 
incidence of crime to install many devices which would not be practicable because 
of costs for small banking offices in areas substantially free of crimes against finan- 
cial institutions. Each bank shall consider the appropriateness of installing, main- 
taining, and operating security devices which are expected to give a general level 
of bank protection at least equivalent to the standards described in Appendix A 
of this Part. In any case in which (on the basis of the factors listed in paragraph 
(b) or similar ones, the use of other measures, or the decision that technological 
change allows the use of other measures judged to give equivalent protection) it 
is decided not to install, maintain, and operate devices at least equivalent to these 
standards, the bank shall preserve in its records a statement of the reasons for such 
decision and forward a copy of that statement to the Federal Reserve Bank for the 
District in which its main office is located. 


[{ 252.4] § 216.4 Security procedures. 


(a) Development and administration. On or before July 15, 1969 (or within thirty 


days after a State bank becomes a member of the Federal Reserve System, which- 
ever is later), each State member bank shall develop and provide for the adminis- 
tration of a security program to protect each of its banking offices from robberies, 
burglaries, and larcenies and to assist in the identification and apprehension of 
persons who commit such acts. This security program shall be reduced to writing, 
approved by the bank’s board of directors, and retained by the bank in such form 
as will readily permit determination of its adequacy and effectiveness, and a copy 
shall be filed with the Federal Reserve Bank for the District in which the main 
office of the bank is located. 


(b) Contents of security programs. Such security programs shall— 

(1) provide for establishing a schedule for the inspection, testing, and servicing 
of all security devices installed in each banking office; provide for designating the 
officer or other employee who shall be responsible for seeing that such devices are 
inspected, tested, serviced, and kept in good working order; and require such officer 
or other employee to keep a record of such inspections, testings, and servicings; 

(2) require that each banking office’s currency be kept at a reasonable minimum 
and provide procedures for safely removing excess currency; 

(3) require that the currency at each teller’s station or window be kept at a 
reasonable minimum and provide procedures for safely removing excess currency 
and other valuables to a locked safe, vault, or other protected place; 

(4) require that the currency at each teller’s station or window include “bait” 
money, i.e., used Federal Reserve notes, the denominations, banks of issue, serial 
numbers, and series years of which are recorded, verified by a second officer or 
employee, and kept in a safe place; 

(5) require that all currency, negotiable securities, and similar valuables be kept 
in a locked vault or safe during nonbusiness hours, that the vault or safe be opened 
at the latest time practicable before banking hours, and that the vault or safe be 
locked at the earliest time practicable after banking hours; 
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(6) provide, where practicable, for designation of a person or persons to open 
each banking office and require him or them to inspect the premises, to ascertain 
that no unauthorized persons are present, and to signal other employees that the 
premises are safe before permitting them to enter; 

(7) provide for designation of a person or persons who will assure that all 
security devices are turned on and are operating during the periods in which such 
devices are intended to be used; 

(8) provide for designation of a person or persons to inspect, after the closing 
hour, all areas of each banking office where currency, negotiable securities, or 
similar valuables are normally handled or stored in order to assure that such cur- 
rency, securities, and valuables have been put away, that no unauthorized persons 
are present in such areas, and that the vault or safe and all doors and windows are 
securely locked; and 

(9) provide for training, and periodic retraining, of employees in their responsi- 
bilities under the security program, including the proper use of security devices and 
proper employee conduct during and after a robbery, in accordance with the pro- 
cedures listed in Appendix B of this Part. 


[{ 252.5] § 216.5 Filing of reports. 


(a) Compliance reports. As of the last business day in June of 1970, and as of 
the last business day in June of each calendar year thereafter, each State member 
bank shall file with the Federal Reserve Bank for the District in which its main 
office is located a statement certifying to its compliance with the requirements of 
this Part. The statement shall be dated and signed by the president, or cashier, or 
other managing officer of the bank and may be in a form substantially as follows: 

“I hereby certify, to the best of my knowledge and belief, that this bank has 
developed and administers a security program that equals or exceeds the standards 
prescribed by § 216.4 of Regulation P; that such security program has been re- 
duced to writing, approved by the bank’s board of directors, and retained by the 
bank in such form as will readily permit determination of its adequacy and effec- 
tiveness; and that the bank security officer, after seeking the advice of law enforce- 
ment officers, has provided for the installation, maintenance, and operation of 
appropriate security devices, as prescribed by § 216.3 of Regulation P, in each of 
the bank’s banking offices.” 


(b) Reports on security devices. On or before March 15, 1969, and upon such 
other occasions as the Board may specify, each State member bank shall file with 
the Federal! Reserve Bank for the District in which it is located a report on Form 
P-1 (in duplicate) for each of its offices that is subject to this Part. 


(c) External crime reports. Each time a robbery, burglary, or nonbank-employee 
larceny is perpetrated or attempted at a banking office operated by a State member 
bank, the bank shall, within a reasonable time, file a report in conformity with the 
requirements of Form P-2. One copy of such report shall be filed with the appro- 
priate State supervisory authority and three copies of such report shall be filed 
with the Federal Reserve Bank for the District in which the head office of the 
reporting bank is located. 


(d) Special reports. Each State member bank shall file such other reports as 
the Board may require. 
[{ 252.6] § 216.6 Corrective action. 


Whenever the Board determines that the security devices or procedures used by 
a State member bank are deficient in meeting the requirements of this Part, or that 





IlI-17 REGULATIONS—12 C.F.R. PT. 216 q 252.8 


the requirements of this Part should be varied in the circumstances of a particular 
banking office, it may take or require the bank to take necessary corrective action. 
If the Board determines that such corrective action is appropriate or necessary, the 
bank will be so notified and will be furnished a statement of what the bank must 
do to comply with the requirements of this Part. 


[{ 252.7] § 216.7 Applicability to federal reserve banks. 


The provisions of this Part apply to each Federal Reserve Bank and its 
branches *, except that reports and other writings required or permitted to be filed 
by a State member bank with the Federal Reserve Bank for the District in which 
it is located must, in the case of a Federal Reserve Bank, be filed with the Board; 
provided, however, that the applicability of the Bank Protection Act of 1968 and 
of this Part to Federal Reserve Banks and their branches does not preclude the 
Board from requiring, by virtue of its authority under other provisions of law, that 
Federal Reserve Banks and their branches comply with higher standards respecting 
the installation, maintenance, and operation of security devices and procedures than 
those that are prescribed by this Part. 


[{ 252.8] § 216.8 Penalty provision. 


Pursuant to Section 5 of the Bank Protection Act of 1968, a State member bank 
or Federal Reserve Bank that violates any provision of this Part shall be subject 
to a civil penalty not to exceed $100 for each day of the violation. 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


MINIMUM SECURITY DEVICES AND PROCEDURES 
FOR FEDERAL RESERVE BANKS AND STATE MEMBER BANKS 


AMENDMENT TO REGULATION P 


1. Effective November 1, 1973, Appendix A of Regulation P is amended to 
read as follows: 


APPENDIX A 
MINIMUM STANDARDS FOR SECURITY DEVICES 


In order to assure realization of maximum performance capabilities, all security 
devices utilized by a bank should be regularly inspected, tested, and serviced by 
competent persons. Actuating devices for surveillance systems and robbery alarms 
should be operable with the least risk of detection by unauthorized persons that 
can be practicably achieved. 


(1) Surveillance systems. (i) General. Surveillance systems should be: 

(A) equipped with one or more photographic, recording, monitoring, or like 
devices capable of reproducing images of persons in the banking office with suffi- 
cient clarity to facilitate (through photographs capable of being enlarged to produce 
a one-inch vertical head-size of persons whose images have been reproduced) the 
identification and apprehension of robbers or other suspicious persons; 

(B) reasonably silent in operation; and 

(C) so designed and constructed that necessary services, repairs or inspections 
can readily be made. 


2 A branch of a Federal Reserve Bank means an office established pursuant to section 
3 of the Federal Reserve Act (12 U.S.C. § 521). 
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Any camera used in such a system should be capable of taking at least one picture 
every 2 seconds and, if it uses film, should contain enough unexposed film at all 
times to be capable of operating for not less than 3 minutes, and the film should 
be at least 16mm. 


(ii) Installation and operation of surveillance systems providing surveillance of 
other than walk-up or drive-in teller’s stations or windows. Surveillance devices for 
other than walk-up or drive-in teller’s stations or windows should be: 

(A) located so as to reproduce identifiable images of persons either leaving the 
banking office or in a position to transact business at each such station or window; 
and 

(B) capable of actuation by initiating devices located at each teller’s station or 
window. 


(iii) Installation and operation of surveillance systems providing surveillance of 
walk-up or drive-in teller’s stations or windows. Surveillance devices for walk-up or 
drive-in teller’s stations or windows should be located in such a manner as to re- 
produce identifiable images of persons in a position to transact business at each 
such station or window and areas of such station or window that are vulnerable 
to robbery or larceny. Such devices should be capable of actuation by one or more 
initiating devices located within or in close proximity to such station or window. 
Such devices may be omitted in the case of a walk-up or drive-in teller’s station or 
window in which the teller is effectively protected by a bullet-resistant barrier from 
persons outside the station or window. However, if the teller is vulnerable to 
larceny or robbery by members of the public who enter the banking office, the 
teller should have access to a device to actuate a surveillance system that covers 
the area of vulnerability or the exits to the banking office. 


(2) Robbery and burglary alarm systems. (i) Robbery alarm systems. A robbery 
alarm system should be provided for each banking office at which the police ordi- 
narily can arrive within 5 minutes after an alarm is actuated; all other banking 
offices should be provided with appropriate devices for promptly notifying the 
police that a robbery has occurred or is in progress. Robbery alarm systems 
should be: 

(A) designed to transmit to the police, either directly or through an interme- 
diary, a signal (not detectable by unauthorized persons) indicating that a crime 
against the banking office has occurred or is in progress; 

(B) capable of actuation by initiating devices located at each teller’s station or 
window (except walk-up or drive-in teller’s stations or windows in which the teller 
is effectively protected by a bullet-resistant barrier and effectively isolated from 
persons, other than fellow employees, inside a banking office of which such station 
or window may be a part); 

(C) safeguarded against accidental transmission of an alarm; 

(D) equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) equipped with an independent source of power (such as a battery) suffi- 
cient to assure continuously reliable operation of the system for at least 24 hours 
in the event of failure of the usual source of power. 


(ii) Burglary alarm systems. A burglary alarm system should be provided for each 
banking office. Burglary alarm systems should be: 

(A) capable of detecting promptly an attack on the outer door, walls, floor, or 
ceiling of each vault, and each safe not stored in a vault, in which currency, nego- 
tiable securities, or similar valuables are stored when the office is closed, and any 
attempt to move any such safe; 

(B) designed to transmit to the police, either directly or through an interme- 
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diary, a signal indicating that any such attempt is in progress; and for banking 
offices at which the police ordinarily cannot arrive within 5 minutes after an alarm 
is actuated, designed to actuate a loud sounding bell or other device that is audible 
inside the banking office and for a distance of approximately 500 feet outside the 
banking office; 

(C) safeguarded against accidental transmission of an alarm; 

(D) equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) equipped with an independent source of power (such as a battery) suffi- 
cient to assure continuously reliable operation of the system for at least 80 hours 
in the event of failure of the usuai source of power. 


(3) Walk-up and drive-in teller’s stations or windows. Walk-up and drive-in 
teller’s stations or windows contracted for after February 15, 1969, should be 
constructed in such a manner that tellers are effectively protected by bullet-resistant 
barriers from robbery or larceny by persons outside such stations or windows. 
Such barriers should be of glass at least 1-3/16 inches in thickness,’ or of material 
of at least equivalent bullet-resistance. Pass-through devices should be so designed 
and constructed as not to afford a person outside the station or window a direct 
line of fire as a person inside the station. 


(4) Vaults, safes, safe deposit boxes, night depositories, and automated paying or 
receiving machines. Vaults, safes (if not to be stored in a vault), safe deposit boxes, 
night depositories, and automated paying or receiving machines, in any of which 
currency, negotiable securities, or similar valuables are to be stored when banking 
offices are closed, should meet or exceed the standards expressed in this section. 


(i) Vaults. A vault is defined as a room or compartment that is designed for the 
storage and safekeeping of valuables and which has a size and shape which permits 
entrance and movement within by one or more persons. Other asset storage units 
which do not meet this definition of a vault will be considered as safes. Vaults 
contracted for after November 1, 1973,? should have walls, floor, and ceiling of 
reinforced concrete at least 12 inches in thickness.* The vault door should be made 
of steel at least 34% inches in thickness, or other drill and torch resistant material, 
and be equipped with a dial combination lock, a time lock, and a substantial lock- 
able day-gate. Electrical conduits into the vault should not exceed 1% inches in 
diameter and should be offset within the walls, floor, or ceiling at least once so as 
not to form a direct path of entry. A vault ventilator, if provided, should be de- 
signed with consideration of safety to life without significant reduction of the 
strength of the vault wall to buiglary attack. Alternatively, vaults should be so 
designed and constructed as to afford at least equivalent burglary resistance.* 


1 Jt should be emphasized that this thickness is merely bullet-resistant and not bullet- 
proof. 

2 Vaults contracted for previous to this date should be constructed in conformance 
with all applicable specifications then in effect. 

3 The reinforced concrete should have: two grids of #5 (5/8” diameter) deformed 
steel bars located in horizontal and vertical rows in each direction to form grids not 
more than 4 inches on center; or two grids of expanded steel bank vault mesh placed 
parallel to the face of the walls, weighing at least 6 pounds per square foot to each grid, 
having a diamond pattern not more than 3” x 8”; or two grids of any other fabricated 
steel placed parallel to the face of the walls, weighing at least 6 pounds per square foot 
to each grid and having an open area not exceeding 4 inches on center. Grids are to be 
located not less than 6 inches apart and staggered in each direction. The concrete should 
develop an ultimate compression strength of at least 3,000 pounds per square inch. 

* Equivalent burglary-resistant materials for vaults do not include the use of a steel 
lining, either inside or outside a vault wall, in lieu of the specified reinforcement and 
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(ii) Safes. Safes contracted for after February 15, 1969, should weigh at least 750 
pounds empty, or be securely anchored to the premises where located. The body 
should consist of steel, at least 1 inch in thickness, either cast or fabricated, with 
an ultimate tensile strength of 50,000 pounds per square inch and be fastened in 
a manner equal to a continuous % inch penetration weld having an ultimate tensile 
strength of 50,000 pounds per square inch. The door should be made of steel that 
is at least 114 inch in thickness, and at least equivalent in strength to that specified 
for the body; and the door should be equipped with a combination lock, or time 
lock, and with a relocking device that will effectively lock the door if the combina- 
tion lock or time lock is punched. One hole not exceeding 2 inch diameter may 
be provided in the body to permit insertion of electrical conductors, but should 
be located so as not to permit a direct view of the door or locking mechanism. 
Alternatively, safes should be constructed of materials that will afford at least 
equivalent burglary resistance. 


(iii) Safe deposit boxes. Safe deposit boxes used to safeguard customer valuables 
should be enclosed in a vault or safe meeting at least the above-specified minimum 
protection standards. 


(iv) Night depositories. Night depositories (excluding envelope drops not used to 
receive substantial amounts of currency) contracted for after February 15, 1969, 
should consist of a receptacle chest having cast or welded steel walls, top, and 
bottom, at least 1 inch in thickness; a steel door at least 114 inches in thickness, 
with a combination lock; and a chute, made of steel that is at least 1 inch in thick- 
ness, securely bolted or welded to the receptacle and to a depository entrance of 
strength similar to the chute. Alternatively, night depositories should be so de- 


signed and constructed as to afford at least equivalent burglary resistance.’ Each 
depository entrance (other than an envelope drop slot) should be equipped with 
a lock. Night depositories should be equipped with a burglary alarm and be de- 
signed to protect against the “fishing” of a deposit from the deposit receptacle, and 
to protect against the “trapping” of a deposit for extraction. 


(v) Automated paying or receiving machines. Except as hereinafter provided, 
cash dispensing machines (automated paying machines), including those machines 
which also accept deposits (automated receiving machines) contracted for after 
November 1, 1973, should weigh at least 750 pounds empty, or be securely an- 
chored to the premises where located. Cash dispensing machines should contain, 
among other features, a storage chest having a cast or welded steel walls, top, and 
bottom, at least one inch in thickness, with a tensile strength of at least 50,000 
pounds per square inch. Any doors should be constructed of steel at least equiva- 
lent in strength to the storage chest and be equipped with a combination lock and 
with a relocking device that will effectively lock the door if the combination lock 
is punched. The housing covering the cash dispensing opening in the storage chest 
and the housing covering the mechanism for removing the cash from the storage 
chest, should be so designed as to provide burglary resistance at least equivalent 
to the storage chest and should also be designed to protect against the “fishing” of 
cash from the storage chest. The cash dispensing control and delivering mechanism 
(and, when applicable, cash deposit receipt mechanism) should be protected by 








thickness of concrete. Nonetheless, there may be instances, particularly where the con- 
struction of a vault of the specified reinforcement and thickness of concrete would re- 
quire substantial structural modification of an existing building, where compliance with 
the specified standards would be unreasonable in cost. In those instances, the bank 
should comply with the procedure set forth in section 216.3(c) of Regulation P. 

5 Equivalent burglary-resistant materials for night depositories include the use of one- 
fourth inch steel plate encased in 6 inches or more of concrete or masonry building wall. 
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steel, at least 12 inch in thickness, securely attached to the storage chest. A cash 
dispensing machine which also receives deposits should have a receptacle chest 
having the same burglary resistant characteristics as that of a cash dispensing stor- 
age chest and should be designed te protect against the fishing and trapping of 
deposits. Necessary ventilation for the automated machines should be designed so 
as to avoid significantly reducing the burglary resistance of the machines. The cash 
dispensing machine should also be designed so as to be protected against actuation 
by unauthorized persons, should be protected by a burglary alarm, and should be 
located in a well-lighted area. Alternatively, cash dispensing machines should be 
so designed and constructed as to afford at least equivalent burglary resistance.® 
A cash dispensing machine which is used inside a bank’s premises only during 
bank business hours, and which is empty of currency and coin at all other times, 
should at least provide safeguards against “jimmying,” unauthorized opening of the 
storage chest door, and against actuation by unauthorized persons. 


APPENDIX B 
PROPER EMPLOYEE CONDUCT DURING AND AFTER A ROBBERY 


With respect to proper employee conduct during and after a robbery, employees 
should be instructed: 

(1) to avoid actions that might increase danger to themselves or others; 

(2) to activate the robbery alarm system and the surveillance system during the 
robbery, if it appears that such activation can be accomplished safely; 

(3) to observe the robber’s physical features, voice, accent, mannerisms, dress, 
the kind of weapon he has, and any other characteristics that would be useful for 


identification purposes; 

(4) that if the robber leaves evidence (such as a note) try to put it aside and 
out of sight, if it appears that this can be done safely; retain the evidence, do not 
handle it unnecessarily, and give it to the police when they arrive; and refrain from 
touching, and assist in preventing others from touching, articles or places the robber 
may have touched or evidence he may have left, in order that fingerprints of the 
robber may be obtained; 

(5) to give the robber no more money than the amount he demands, and in- 
clude “bait” money in the amount given; 

(6) that if it can be done safely, observe the direction of the robber’s escape 
and the description and license plate number of the vehicle used, if any; 

(7) to telephone the local police, if they have not arrived, and the nearest office 
of the Federal Bureau of Investigation, or inform a designated officer or other 
employee who has this responsibility, that a robbery has been committed; 

(8) that if the robber leaves before the police arrive, assure that a designated 
officer or other employee waits outside the office, if it is safe to do so, to inform 
the police when they arrive that the robber has left; 

(9) to attempt to determine the names and addresses of other persons who wit- 
nessed the robbery or the escape, and request them to record their observations or 
to assist a designated officer or other employee in so doing; 

(10) to refrain from discussing the details of the robbery with others before 
recording the observations respecting the robber’s physical features and other char- 
acteristics as hereinabove described and the direction of escape and description of 
vehicle used, if any. 


® Equivalent burglary-resistant materials for cash dispensing machines include the use 
of 3/8 inch thick nickel stainless steel meeting American Society of Testing Materials 
(ASTM) Designation A 167-70, Type 304, in place of 1 inch thick steel, if other criteria 
are satisfied. 
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[{ 253] Minimum security devices and procedures for insured 
nonmember banks 
(12 C.F.R. Part 326) 


Sec. 

326.0 Scope of part. 

326.1 Definitions. 

326.2 Designation of security officer. 

326.3 Security devices. 

326.4 Security procedures. 

326.5 Filing by insured State nonmember banks of reports with the Corporation. 
326.6 Corrective action. 

326.7 Penalty provision. 


Appendix A—Minimum Standards for Security Devices. 
Appendix B—Proper Employee Conduct During and After a Robbery. 


AuTHORITY: The provisions of this Part 326 issued under sec. 3, 82 Stat. 295. 
Interpret or apply secs. 1-5, 82 Stat. 294, 295; 12 U.S.C. §§ 1881nt—1884. 


Source: The provisions of this Part 326 appear at 34 F.R. 618, Jan. 16, 1969, 
unless otherwise noted. 


[{ 253.0] § 326.0 Scope of part. 


Pursuant to the authority conferred upon the Federal Deposit Insurance Corpo- 
ration by section 3 of the Bank Protection Act of 1968 (82 Stat. 295), the regula- 
tions contained in this part— 

(a) Establish minimum standards with which each insured State nonmember 
bank must comply with respect to the installation, maintenance, and operation of 
security devices and procedures to discourage robberies, burglaries, and larcenies 
and to assist in the identification and apprehension of persons who commit such acts; 

(b) Establish time limits within which each such bank shall comply with such 
standards; and 

(c) Require the submission of reports with respect to the installation, mainte- 
nance, and operation of security devices and procedures. 


[{ 253.1] § 326.1 Definitions. 


For the purposes of this part— 

(a) The term “insured State nonmember bank” means any bank (including 
any mutual savings bank), incorporated under the laws of any State of the United 
States, any territory of the United States, Puerto Rico, Guam, American Samoa, 
or the Virgin Islands, that is not a member of the Federal Reserve System but the 
deposits of which are insured in accordance with the provisions of the Federal 
Deposit Insurance Act, as amended (12 U.S.C. 1811-1832), but the term does 
not include any bank Iccated in the District of Columbia. 

(b) The term “banking hours” means the time during which a banking office 
is open for the normal transaction of business with the banking public. 

(c) The term “banking office” includes the main office of any insured State non- 
member bank and any branch thereof. 

(d) The term “branch” includes any branch bank, branch office, branch agency, 
additional office, or any branch place of business located in any State of the United 
States or in any territory of the United States, Puerto Rico, Guam, American Samoa, 
or the Virgin Islands at which deposits are received or checks paid or money lent. 
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(e) The term “Board of Directors” means the Board of Directors of the Federal 
Deposit Insurance Corporation. 

(f) The term “teller’s station or window” means a location in a banking office 
at which bank customers routinely conduct transactions with the bank which in- 
volve the exchange of funds, including a walk-up or drive-in teller’s station or 
window. 


(34 F.R. 618, Jan. 16, 1969, as amended at 36 F.R. 3112, Feb. 18, 1971] 


[§ 253.2] § 326.2 Designation of security officer. 


On or before February 15, 1969, or within 30 days after the bank becomes a 
member of the Federal Deposit Insurance Corporation, the board of directors of 
each insured State nonmember bank shall designate an officer or other employee 
of the bank who shall be charged, subject to supervision by the bank’s board of 
directors, with responsibility for the installation, maintenance, and operation of 
security devices and for the development and administration of a security program 
which equal or exceed the standards prescribed by this part. 


[{ 253.3] § 326.3 Security devices. 


(a) Installation, maintenance, and operation of appropriate security devices. 
Before January 1, 1970, or within 30 days after the bank becomes a member of 
the Federal Deposit Insurance Corporation, the security officer of each insured 
State nonmember bank, under such directions as shall be given him by the benk’s 
board of directors, shall survey the need for security devices in each of the bank’s 
banking offices and shall provide for the installation, maintenance, and operation, 
in each such office, of— 

(1) A lighting system for illuminating, during the hours of darkness, the area 
around the vault, if the vault is visible from outside the banking office; 

(2) Tamper-resistant locks on exterior doors and exterior windows designed to 
be opened; 

(3) An alarm system or other appropriate device for promptly notifying the 
nearest responsible law enforcement officers of an attempted or perpetrated robbery 
or burglary; and 

(4) Such other devices as the security officer, after seeking the advice of law 
enforcement officers, shall determine to be appropriate for discouraging robberies, 
burglaries, and larcenies and for assisting in the identification and apprehension of 
persons who commit such acts. 

(b) Considerations relevant to determining appropriateness. For the purposes 
of subparagraph (4) of paragraph (a) of this section, considerations relevant to 
determining appropriateness include, but are not limited to— 

(1) The incidence of crimes against the particular banking office and/or against 
financial institutions in the area in which the banking office is or will be located; 

(2) The amount of currency or other valuables exposed to robbery, burglary, 
or larceny; 

(3) The distance of the banking office from the nearest responsible law enforce- 
ment officers and the time required for such law enforcement officers ordinarily to 
arrive at the banking office; 

(4) The cost of the security devices; 

(5) Other security measures in effect at the banking office; and 

(6) The physical characteristics of the banking office structure and its sur- 
roundings. 

(c) Implementation. It is appropriate for banking offices in areas with a high 
incidence of crime to install many devices which would not be practicable because 
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of costs for small banking offices in areas substantially free of crimes against finan- 
cial institutions. Each insured State nonmember bank shall consider the appro- 
priateness of installing, maintaining, and operating security devices which are ex- 
pected to give a general level of bank protection at least equivalent to the standards 
described in Appendix A of this part. In any case in which (on the basis of the 
factors listed in paragraph (b) of this section or similar ones, the use of other 
measures, or the decision that technological change allows the use of other mea- 
sures judged to give equivalent protection) it is decided not to install, maintain, 
and operate devices at least equivalent to these standards, the bank shall preserve 
in its records a statement of the reasons for such decision. 


[{ 253.4] § 326.4 Security procedures. 


(a) Development and administration. On or before July 15, 1969, or within 
30 days after the bank becomes a member of the Federal Deposit Insurance Corpo- 
ration, each insured State nonmember bank shall develop and provide for the 
administration of a security program to protect each of its banking offices from 
robberies, burglaries, and larcenies and to assist in the identification and appre- 
hension of persons who commit such acts. The security program shall be reduced 
to writing, approved by the bank’s board of directors, and retained by the bank in 
such form as will readily permit determination of its adequacy and effectiveness. 

(b) Contents of security programs. Such security programs shall— 

(1) Provide for establishing a schedule for the inspection, testing, and servicing 
of all security devices installed in each banking office; provide for designating the 
officer or other employee who shall be responsible for seeing that such devices are 
inspected, tested, serviced, and kept in good working order; and require such officer 
or other employee to keep a record of such inspections, testings, and servicing; 

(2) Require that each banking office’s currency be kept at a reasonable mini- 
mum and provide procedures for safely removing excess currency; 

(3) Require that the currency at each teller’s station or window be kept at a 
reasonable minimum and provide procedures for safely removing excess currency 
and other valuables to a locked safe, vault, or other protected place; 

(4) Require that the currency at each teller’s station or window include “bait” 
money, i.e., used Federal Reserve notes the denominations, banks of issue, serial 
numbers, and series years of which are recorded, verified by a second officer or 
employee, and kept in a safe place; 

(5) Require that all currency, negotiable securities, and similar valuables be 
kept in a locked vault or safe during nonbusiness hours, that the vault or safe be 
opened at the latest time practicable before banking hours, and that the vault or 
safe be locked at the earliest time practicable after banking hours; 

(6) Provide, where practicable, for designation of a person or persons to open 
each banking office and require him or them to inspect the premises, to ascertain 
that no unauthorized persons are present, and to signal other employees that the 
premises are safe before permitting them to enter; 

(7) Provide for designation of a person or persons who will assure that all 
security devices are turned on and are operating during the periods in which such 
devices are intended to be used; 

(8) Provide for designation of a person or persons to inspect, after the closing 
hour, all areas of each banking office where currency, negotiable securities, or 
similar valuables are normally handled or stored in order to assure that such cur- 
rency, securities, and valuables have been put away, that no unauthorized persons 
are present in such areas, and that the vault or safe and all doors and windows are 
securely locked; and 

(9) Provide for training, and periodic retraining, of employees in their respon- 
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sibilities under the security program, including the proper use of security devices 
and proper employee conduct during and after a robbery, in accordance with the 
procedures listed in Appendix B of this part. 


[{ 253.5] § 326.5 Filing by insured State nonmember banks of reports with the 
Corporation. 


(a) Compliance reports. As of the last business day in June of 1970, and as of 
the last business day in June of each calendar year thereafter, each insured State 
nonmember bank shall file with the Regional Director of the Federal Deposit In- 
surance Corporation Region in which its main office is located a statement certify- 
ing to its compliance with the requirements of this part. The statement shall be 
dated and signed by the president, or cashier, or other managing officer of the bank 
and may be in a form substantially as follows: 

I hereby certify, to the best of my knowledge and belief, that this bank has de- 
veloped and administers a security program that equals or exceeds the standards 
prescribed by § 326.4 of the rules and regulations of the Federal Deposit Insurance 
Corporation; that such security program has been reduced to writing, approved by 
the bank’s board of directors, and retained by the bank in such form as will readily 
permit determination of its adequacy and effectiveness; and that the bank security 
officer, after seeking the advice of law enforcement officers, has provided for the 
instz.ilation, maintenance, and operation of appropriate security devices, as pre- 
scribed by § 326.3 of the rules and regulations of the Federal Deposit Insurance 
Corporation, in each of the bank’s banking offices. 

(b) Records of consultation. The bank’s files shall contain a readily available 
record showing the name(s) and title(s) of the law enforcement officer(s) whose 
advice the security office sought prior to the installation, maintenance, and opera- 
tion of appropriate security devices. 

(c) Reports on security devices. On or before March 15, 1969, and upon such 
other occasions as the Board of Directors may specify, each insured State non- 
member bank shall file with the Regional Director of the Federal Deposit Insurance 
Corporation Region in which it is located a report on Form P-1 (in duplicate) 
for each of its offices that is subject to this part. 

(d) External crime reports. Each time a robbery, burglary, or nonbank em- 
ployee larceny is perpetrated or attempted at a banking office operated by an 
insured State nonmember bank, the bank shall, within a reasonable time, file a 
report in conformity with the requirements of Form P—2. One copy of such report 
shall be filed with the appropriate State supervisory authority and three copies of 
such report shall be filed with the Regional Director of the Federal Deposit Insur- 
ance Corporation Region in which the main office of the reporting bank is located. 

(e) Special reports. Each insured State nonmember bank shall file such other 
reports as the Board of Directors or its designee may require. 


(34 F.R. 618, Jan. 16, 1969, as amended at 36 F.R. 1248, Jan. 27, 1971] 


[{ 253.6] § 326.6 Corrective action. 


Whenever the Board of Directors or its designee determines that the security 
devices or procedures used by an insured State nonmember bank are deficient in 
meeting the requirements of this part, or that the requirements of this part should 
be varied in the circumstances of a particular banking office, it may take or require 
the bank to take necessary corrective action. If the Board of Directors or its 
designee determines that such corrective action is appropriate or necessary, the 
bank will be so notified and will be furnished a statement of what the bank must 
do to comply with the requirements of this part. 
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[{ 253.7] § 326.7 Penalty provision. 


Pursuant to section 5 of the Bank Protection Act of 1968 (82 Stat. 295), an 
insured State nonmember bank that violates any provision of this part shall be sub- 
ject to a civil penalty not to exceed $100 for each day of the violation. 


APPENDIX A—MINIMUM STANDARDS FOR SECURITY DEVICES 


In order to assure realization of maximum performance capabilities, all security 
devices utilized by a bank should be regularly inspected, tested, and serviced by 
competent persons. Actuating devices for surveillance systems and robbery alarms 
should be operable with the least risk of detection by unauthorized persons that 
can be practicably achieved. 

(1) Surveillance systems——(i) General. Surveillance systems should be: 

(A) Equipped with one or more photographic, recording, monitoring, or like 
devices capable of reproducing images of persons in the banking office with suffi- 
cient clarity to facilitate (through photographs capable of being enlarged to pro- 
duce a one-inch vertical head-size of persons whose images have been reproduced) 
the identification and apprehension of robbers or other suspicious persons; 

(B) Reasonably silent in operation; and 

(C) So designed and constructed that necessary services, repairs or inspections 
can readily be made. Any camera used in such a system should be capable of 
taking at least one picture every 2 seconds and, if it uses film, should contain enough 
unexposed film at all times to be capable of operating for not less than 3 minutes, 
and the film should be at least 16mm. 

(ii) Installation and operation of surveillance systems providing surveillance of 
other than walk-up or drive-in teller’s stations or windows. Surveillance devices 
for other than walk-up or drive-in teller’s stations or windows should be: 

(A) Located so as to reproduce identifiable images of persons either leaving the 
banking office or in a position to transact business at each such station or window; 
and 

(B) Capable of actuation by initiating devices located at each teller’s station 
or window. 

(iii) Installation and operation of surveillance systems providing surveillance of 
walk-up or drive-in teller’s stations or windows. Surveillance devices for walk-up 
or drive-in teller’s stations or windows should be located in such a manner as to 
reproduce identifiable images of persons in a position to transact business at each 
such station or window and areas of such station or window that are vulnerable 
to robbery or larceny. Such devices should be capable of actuation by one or more 
initiating devices located within or in close proximity to such station or window. 
Such devices may be omitted in the case of a walk-up or drive-in teller’s station 
or window in which the teller is effectively protected by a bullet-resistant barrier 
from persons outside the station or window. However, if the teller is vulnerable 
to larceny or robbery by members of the public who enter the banking office, the 
teller should have access to a device to actuate a surveillance system that covers 
the area of vulnerability or the exits to the banking office. 

(2) Robbery and burglary alarm systems—(i) Robbery alarm systems. A 
robbery alarm system should be provided for each banking office at which the 
police ordinarily can arrive within 5 minutes after an alarm is actuated; all other 
banking offices should be provided with appropriate devices for promptly notifying 
the police that a robbery has occurred or is in progress. Robbery alarm systems 
should be: 

(A) Designed to transmit to the police, either directly or through an interme- 
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diary, a signal (not detectable by unauthorized persons) indicating that a crime 
against the banking office has occurred or is in progress; 

(B) Capable of actuation by initiating devices located at each teller’s station or 
window (except walk-up or drive-in teller’s stations or windows in which the teller 
is effectively protected by a bullet-resistant barrier and effectively isolated from 
persons, other than fellow employees, inside a banking office of which such station 
or winde w may be a part); 

(C) » -guarded against accidental transmission of an alarm; 

(D) Equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) Equipped with an independent source of power (such as a battery) suffi- 
cient to assure continuously reliable operation of the system for at least. 24 hours 
in the event of failure of the usual source of power. 

(ii) Burglary alarm systems. A burglary alarm system should be provided for 
each banking office. Burglary alarm systems should be: 

(A) Capable of detecting promptly an attack on the outer door, walls, floor, or 
ceiling of each vault, and each safe not stored in a vault, in which currency, nego- 
tiale securities, or similar valuables are stored when the office is closed, and any 
attempt to move any such safe; 

(B) Designed to transmit to the police, either directly or through an interme- 
diary, a signal indicating that any such attempt is in progress; and for banking 
offices at which the police ordinarily cannot arrive within 5 minutes after an alarm 
is actuated, designed to actuate a loud sounding bell or other device that is audible 
inside the banking office and for a distance of approximately 500 feet outside the 
banking office; 

(C) Safeguarded against accidental transmission of an alarm; 

(D) Equipped with a visual and audible signal capable of indicating improper 
functioning of or tampering with the system; and 

(E) Equipped with an independent source of power (such as a battery) suffi- 
cient to assure continuously reliable operation of the system for at least 80 hours 
in the event of failure of the usual source of power. 

(3) Walk-up and drive-in teller’s stations or windows. Walk-up and drive-in 
teller’s stations or windows contracted for after February 15, 1969, should be con- 
structed in such a manner ‘hat tellers are effectively protected by bullet-resistant 
barriers from robbery or larceny by persons outside such stations or windows. Such 
barriers should be of glass at least 1-3/16 inches in thickness,’ or of material of 
at least equivalent bullet-resistance. Pass-through devices should be so designed 
and constructed as not to afford a person outside the station or window a-direct line 
of fire at a person inside the station. 

(4) Vaults, safes, safe deposit boxes, night depositories, and automated paying 
or receiving machines. Vaults, safes (if not to be stored in a vault), safe deposit 
boxes, night depositories, and automated paying or receiving machines, in any of 
which currency, negotiable securities, or similar valuables are to be stored when 
banking offices are closed, should meet or exceed the standards expressed in this 
section. 

(i) Vaults. A vault is defined as a room or compartment that is designed for 
the storage and safekeeping of valuables and which has a size and ‘shape which 
permits entrance and movement within by one or more persons. Other asset storage 
units which do not meet this definition of a vault will be considered as safes. Vaults 
contracted for after November 1, 1973,” should have walls, floor, and ceiling of 


1 Jt should be emphasized that this thickness is merely bullet-resistant and not bullet- 
proof. 

2 Vaults contracted for previous to this date should be constructed in conformance 
with all applicable specifications then in effect. 
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reinforced concrete at least 12 inches in thickness.* The vault door should be made 
of steel at least 342 inches in thickness, or other drill and torch resistant material, 
and be equipped with a dial combination lock, a time lock, and a substantial lock- 
able day-gate. Electrical conduits into the vault should not exceed 1% inches in 
diameter and should be offset within the walls, floor, or ceiling at least once so as 
not to form a direct path of entry. A vault ventilator, if provided, should be de- 
signed with consideration of safety to life without significant reduction of the 
strength of the vault wall to burglary attack. Alternatively, vaults should be so 
designed and constructed as to afford at least equivalent burglary resistance.* 

(ii) Safes. Safes contracted for after February 15, 1969, should weigh at least 
750 pounds empty, or be securely anchored to the premises where located. The 
body should consist of steel, at least 1 inch in thickness, either cast or fabricated, 
with an ultimate tensile strength of 50,000 pounds per square inch and be fastened 
in a manner equal to a continuous % inch penetration weld having an ultimate 
tensile strength of 50,000 pounds per square inch. The door should be made of 
steel that is at least 1% inch in thickness, and at least equivalent in strength to that 
specified for the body; and the door should be equipped with a combination lock, 
or time lock, and with a relocking device that will effectively lock the door if the 
combination lock or time lock is punched. One hole not exceeding 2 inch diameter 
may be provided in the body to permit insertion of electrical conductors, but should 
be located so as not to permit a direct view of the door or locking mechanism. 
Alternatively, safes should be constructed of materials that will afford at least 
equivalent burglary resistance. 

(iii) Safe deposit boxes. Safe deposit boxes used to safeguard customer valu- 
ables should be enclosed in a vault or safe meeting at least the above-specified 
minimum protection standards. 

(iv) Night depositories. Night depositories (excluding envelope drops not used 
to receive substantial amounts of currency) contracted for after February 15, 1969, 
should consist of a receptacle chest having cast or welded steel walls, top, and 
bottom, at least | inch in thickness; a steel door at least 112 inches in thickness, 
with a combination lock; and a chute, made of steel that is at least 1 inch in thick- 
ness, securely bolted or welded to the receptacle and to a depository entrance of 
strength similar to the chute. Alternatively, night depositories should be so designed 
and constructed as to afford at least equivalent burglary resistance.5 Each deposi- 
tory entrance (other than an envelope drop slot) should be equipped with a lock. 
Night depositories should be equipped with a burglar alarm and be designed to 


3% The reinforced concrete should have: two grids of #5 (5/8” diameter) deformed 
steel bars located in horizontal and vertical rows in each direction to form grids not 
more than 4 inches on center; or two grids of expanded steel bank vault mesh placed 
parallel to the face of the walls, weighing at least 6 pounds per square foot to each grid, 
having a diamond pattern not more than 3” x 8”; or two grids of any other fabricated 
steel placed parallel to the face of the walls, weighing at least 6 pounds per square foot 
to each grid and having an open area not exceeding 4 inches on center. Grids are to be 
located not less than 6 inches apart and staggered in each direction. The concrete should 
develop an ultimate compression strength of at least 3,000 pounds per square inch. 

* Equivalent burglary-resistant materials for vaults do not include the use of a steel 
lining, either inside or outside a vault wall, in lieu of the specified reinforcement and 
thickness of concrete. Nonetheless, there may be instances, particularly where the con- 
struction of a vault of the specified reinforcement and thickness of concrete would re- 
quire substantial structural modification of an existing building, where compliance with 
the specified standards would be unreasonable in cost. In those instances, the bank 
should comply with the procedure set forth in § 326.3(c) of Part 326. 

5 Equivalent burglary-resistant materials for night depositories include the use of “%4 
inch steel plate encased in 6 inches or more of concrete or masonry building wall. 
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protect against the “fishing” of a deposit from the deposit receptacle, and to protect 
against the “trapping” of a deposit for extraction. 

(v) Automated paying or receiving machines. Except as hereinafter provided, 
cash dispensing machines (automated paying machines), including those machines 
which also accept deposits (automated receiving machines) contracted for after 
November 1, 1973, should weigh at least 750 pounds empty, or be securely an- 
chored to the premises where located. Cash dispensing machines should contain, 
among other features, a storage chest having cast or welded steel walls, top, and 
bottom, at least one inch in thickness, with a tensile strength of at least 50,000 
pounds per square inch. Any doors should be constructed of steel at least equiva- 
lent in strength to the storage chest and be equipped with a combination lock and 
with a relocking device that will effectively lock the door if the combination lock 
is punched. The housing covering the cash dispensing opening in the storage chest 
and the housing covering the mechanism for removing the cash from the storage 
chest, should be so designed as to provide burglary resistance at least equivalent 
to the storage chest and should also be designed to protect against the “fishing” of 
cash from the storage chest. The cash dispensing control and delivering mechanism 
(and, when applicable, cash deposit receipt mechanism) should be protected by 
steel, at least 42 inch in thickness, securely attached to the storage chest. A cash 
dispensing machine which also receives deposits should have a receptacle chest 
having the same burglary resistant characteristics as that of cash dispensing storage 
chest and should be designed to protect against the fishing and trapping of deposits. 
Necessary ventilation for the automated machines should be designed so as to avoid 
significantly reducing the burglary resistance of the machines. The cash dispensing 
machine should also be designed so as to be protected against actuation by un- 
authorized persons, should be protected by a burglar alarm, and should be located 
in a well-lighted area. Alternatively, cash dispensing machines should be so de- 
signed and constructed as to afford at least equivalent burglary resistance.® A cash 
dispensing machine which is used inside a bank’s premises only during bank busi- 
ness hours, and which is empty of currency and coin at all other times, should at 
least provide safeguards against “jimmying,” unauthorized opening of the storage 
chest door, and against actuaticn by unauthorized persons. 


[38 F.R. 27832, Oct. 9, 1973] 


APPENDIX B 
PROPER EMPLOYEE CONDUCT DURING AND AFTER A ROBBERY 


With respect to proper employee conduct during and after a robbery, employees 
should be instructed— 

(1) To avoid actions that might increase danger to themselves or others; 

(2) To activate the robbery alarm system and the surveillance system during 
the robbery, if it appears that such activation can be accomplished safely; 

(3) To observe the robber’s physical features, voice, accent, mannerisms, dress, 
the kind of weapon he has, and any other characteristics that would be useful for 
identification purposes; 

(4) That if the robber leaves evidence (such as a note) to try to put it aside 
and out of sight, if it appears that this can be done safely; retain the evidence, do 
not handle it unnecessarily, and give it to the police when they arrive; and refrain 

® Equivalent burglary-resistant materials for cash dispensing machines include the use 
of % inch thick nickel stainless steel meeting American Society of Testing Materials 
(ASTM) Designation A 167-70, Type 304, in place of 1 inch thick steel, if other criteria 
are satisfied. 
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from touching, and assist in preventing others from touching, articles or places the 
robber may have touched or evidence he may have left, in order that fingerprints 
of the robber may be obtained; 

(5) To give the robber no more money than the amount he demands and in- 
clude “bait” money in the amount given; 

(6) That if it can be done safely, to observe the direction of the robber’s escape 
and the description and license plate number of the vehicle used, if any; 

(7) To telephone the local police, if they have not arrived, and the nearest office 
of the Federal Bureau of Investigation, or inform a designated officer or other em- 
ployee who has this responsibility that a robbery has been committed; 

(8) That if the robber leaves before the police arrive, to assure that a designated 
officer or other employee waits outside the office, if it is safe to do so, to inform 
the police when they arrive that the robber has left; 

(9) To attempt to determine the names and addresses of other persons who wit- 
nessed the robbery or the escape and request them to record their observations or 
to assist a designated officer or other employee in recording their observations; and 

(10) To refrain from discussing the details of the robbery with others before 
recording the observations respecting the robber’s physical features and other char- 
acteristics as hereinabove described and the direction of escape and description of 
vehicle used, if any. 
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{ 261. Federal supervisory agency report 


Washington, D.C. 
July 7, 1970 


THE PRESIDENT OF THE SENATE 
THE SPEAKER OF THE HOUSE OF REPRESENTATIVES 


Sirs: 
Pursuant to the provisions of section 4 of the Bank Protection 
Act of 1968, the undersigned are pleased to submit the attached 


report to the Congress. 


Respectfully yours, 


ne ke 7 fe 


€ - T. Watson 


ACTING COMPTROLLER OF THE CURRENCY 


J. L. Robertson, Vice Chairm 
BOARD OF GOVERNORS OF THE FEQERAL 
RESERVE SYSTEM 


Frank Wille, Chairman 
FEDERAL DEPOSIT INSURANCE CORPORATION 


“a 


Preston Martin, Chair 
FEDERAL HOME LOAN BANK BOARD 


Attachment 
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JOINT REPORT OF THE COMPTROLLER OF THE CURRENCY, 
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
THE FEDERAL DEPOSIT INSURANCE CORPORATION, AND 
THE FEDERAL HOME LOAN BANK BOARD, TO THE CONGRESS 
PURSUANT TO SECTION 4 OF THE BANK PROTECTION ACT OF 1968 
(PUBLIC LAW 90-389) 


The Bank Protection Act of 1968, Public Law 90-389, was enacted 
July 7, 1968. This legislation represented an effort to stem the 
growing incidence of crimes against financial jinstitutions. It 
required the four Federal supervisory agencies for financial in- 
stitutions to promulgate regulations establishing minimum standards 
with which their member institutions must comply with respect to 
the installation, maintenance, and operation of security devices 
and procedures, reasonable in cost, to discourage robberies, bur- 
glaries, and larcenies, and to assist in the identification and 
apprehension of persons who commit such acts. Section 4 of that 
Act states: 


“The Federal supervisory agencies shall consult with 
(1) insurers furnishing insurance protection 
against losses resulting from robberies, bur- 
glaries, and larcenies committed against finan- 


cial institutions referred to in section 2, and 
(2) State agencies having supervisory or 
regulatory responsibilities with respect to such 
insurers 
to determine the feasibility and desirability of premium 
rate differentials based on the installation, maintenance, 
and operation of security devices and procedures. The 


Federal supervisory agencies shall report to the Congress 
the results of their consultations pursuant to this sec- 
tion not later than two years after the date of enactment 


of this Act." (Emphasis added.) 


In:essence, our inquiries determined that the insurance industry 
representatives and insurance regulators feel that premium rate 
differentials based on the installation, maintenance, and opera- 
tions of security devices and procedures are not feasible at this 
time. They advise that premiums are based on loss experience, 
and that if the improvement of bank security reduces crimes, this 
would, in turn, result in more favorable insurance premiums. 
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During the time this legislation was being considered by Congress, 
representatives from the Board of Governors of the Federal Reserve 
System, the Federal Home Loan Bank Board, the Office of the Comp- 
troller of the Currency, and the Federal Deposit Insurance Corpo- 
ration, were appointed to an interagency committee to begin a 

study preliminary to drafting the regulations for implementing 

this law. At that time, numerous meetings were held with officials 
of the Department of Justice, the Federal Bureau of Investigation, 
equipment manufacturers, trade associations, insurance representa- 
tives, and representatives from financial institutions. The pur- 
pose of those meetings was to aid members of the interagency 
committee in obtaining the background necessary to develop workable 
regulations. Preliminary discussions were also held at that time 
with insurance industry officials regarding the feasibility of 
reducing premiums. 


As a matter of background, the blanket bond typically carried by 
insured financial institutions contains several separate insuring 
agreements covering a variety of insurable losses. The insuring 
agreement most pertinent to the Bank Protection Act provides cov- 
erage against loss of property through robbery, burglary, common 
law or statutory larceny, theft, false pretenses, hold-up, mis- 
placement, mysterious unexplainable disappearance, and other 
similar types of losses. Other provisions of this insuring agree- 
ment also protect the insured against loss or damage to furnishings, 
fixtures or equipment within the insured's offices through similar 
types of perils. The remaining insuring agreements, unrelated to 
the Bank Protection Act, cover losses through dishonesty of offi- 
cers and employees, losses of assets while in transit, forgery of 
checks or securities, acceptance of counterfeit currency, fraud- 
ulent cashing of U.S. Savings bonds, etc. 


After reviewing the exposures against which insurance is to be 
provided, companies establish a premium base. Since this is a 
blanket bond rather than a group of individual bonds, one premium 
is established vor the total risk to be undertaken. Thus, we are 
told, insurance companies do not allocate premium income to the 
insuring agreements covering the types of crimes referred to in 
the Bank Protection Act. While the insurance companies do charge 
losses to certain insuring agreements, we are informed they do 
not maintain records of insurance losses of individual items 
within an insuring agreement. As a result, we were unable to 
obtain meaningful information about insurance claims paid on 
losses resulting from robberies, burglaries, and nonemployee 
larcenies. 
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In accordance with the section 4 requirement of the Bank Protection 
Act of 1968, and after development and institution of implementing 
regulations, specific discussions were held with representatives of 
the National Association of Insurance Commissioners, including 
Judge Ned Price, Chairman of the Texas State Board of Insurance and 
President of the Association, Mr. Lorne R. Worthington, Iowa Com- 
missioner of Insurance and Chairman of the Executive Committee of 
the Association, and Mr. Benjamin C. Neff, Director of the Nebraska 
Department of Insurance and member of the Association. Also in- 
vited, but unable to meet with the interagency committee, was Mr. 
Jon S. Hanson, Acting Executive Secretary and Director of Research 
of the National Association of Insurance Commissioners. The fol- 
lowing conclusions, summarizing their posjition, were read back to 
the commissioners who agreed this was a reasonable statement of 
their position: 


1. Since insurance companies generallly tend to look at 
their overall exposure rather than a type of indi- 
vidual risk, they do not keep records of income and 
loss under the most frequently utilized bankers 
blanket bonds; 


If security devices required by the Bank Protection 
Act regulations do work, and.if criminal attacks 
against banks and savings arfa loan associations are 
reduced, premiums charged these |institutions even- 
tually will reflect the more favprable loss experience; 


If credit were given merely for ne installation of 
what are considered minimum security devices, as soon 
as all offices covered by the Gar os we installed 


the minimum, there would no longer be any premium 
credits. While installation of @evices that reduce 
criminal attacks should allow a favorable loss ex- 
perience and an accompanying premium reduction, the 
reluctance or failure to install|these devices may 
cause some insurance companies to decline to assume 
the risk; 


There is some acknowledgement that there may be a 
need to reevaluate attitudes toward experience 
credits; however, the three Statq insurance commis- 
sioners, who also represented th@ Nat: onal Associa- 
tion of Insurance Commissioners, |in summarizing 
their position, believe that, in |the current type 
of market, premium credit for sequrity devices is 
not feasible; and, 
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The profitability of the insurance market is con- 

stricting and companies are, in many areas, paying 
more in losses than they are receiving in premium 

income. 


We also contacted insurance companies believed to be doing the 
major portion of the blanket bond business with banks and savings 
and loan associations affected by the Bank Protection Act. Re- 
sponses from these insurance companies contained the following 
statements: 


“Our rate structure is predicated on the fact that banks 
with the highest degree of physical security will obvi- 
ously have the most favorable loss experience." 


"...an insured can earn a...reduction...for a good ex- 
perience which may well result from...proper security 
devices. Conversely, the lack of...proper security 
devices can...contribute to...having to pay a higher 
wate....” 


",...we do offer some price incentives...to recognize 
high quality ‘hard' equipment and superior procedures 
when permitted...by state law, but we do not feel that 
equipment and procedures which megely bring a risk up 
to minimum standards of acceptability should be re- 
warded by lower rates." 


"We consider it neither feasible nor desirable to make 
any rate differentials...except to the extent already 
reflected in the premium charged...." 


In summary, we have been told that the existing premiums are not 
sufficient in some companies to provide the income necessary to 
meet losses on blanket bonds. As a result, some insurance com- 
panies also are requiring the installation of security equipment 
at least equal to, but sometimes in excess of, those minimum , 
devices specified in the regulations implementing the Bank Pro- 
tection Act of 1968. We also were informed there may be a 
reluctance on the part of some insurers to continue insuring an 
institution or to insure a new risk without development of a 
reasonable security program and installation of reasonable pro- 
tective devices. The companies and the insurance regulators seem 
to be of the general opinion that if, in fact, implementation of 
security procedures and installation of security devices proves 





FED. SUPERVISORY AGENCY REP. 


[Page 6] 


to be effective in reducing the incidence of criminal attack upon 
banks and savings and loan associations, the aggregate loss expe- 
rience of these institutions will improve and the total premiums 
paid for insurance protection will be reduced accordingly. Not- 
withstanding sophisticated security devices and procedures, an 
increase in external criminal attacks and losses will lead to an 
adverse loss experience and higher insurance premiums. 


T. Watson Frank Wille, Chairman 
ACTING COMPTROLLER OF THE FEDERAL DEPOSIT INSURANCE 
CURRENCY CORPORATION 


J. L. Robertson, Vice Chairman Preston Martin, Chafrman 
BOARD OF GOVERNORS OF THE FEDERAL HOME LOAN BANK BOARD 
PEDERAL RESERVE SYSTEM 
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{ 281. Report on security devices 


(Form CC-9030-01) 


FORM CC-9030-01 (1/68) 


COMPTROLLER OF THE CURRENCY 
REPORT ON SECURITY DEVICES 


Purmant to the Bank Protection Act of 1968 and 
I2CFR. 21.S{c) 


Each national and district bank must file this report in duplicate 
with the Regional Administrator of Nationa! Banks for the region in 
which it is located at the times provided for in 12 C.F.R. 21.5ic) 


1. PHYSICAL SPECIFICATIONS OF BANKING OFFICE 
Name of bank 


Neme and 
address of 
reporting office 


1.492) 14 a 14 Dimensions of lobby {length and width in 
whole feet of banking floor) 
249 Number of entrances or exits to lobby 
3u20___1 . Number of teller stations serving lobby 
442 1 Number of teller stations serving walk-up or drive ir 
Stations or windows 
Design of inside teller stations (check one) 
20248 _Open style, low partition 
bi2) —Closed, with open grill barriers 
C126) Protected with bullet-resistant materials 
du2n _Other, specify 
Design of walk up or drive ir teller windows (chuck all appli 
cable items) 
3.128 Protected by bulle:-resicta:.t materials 
b.i29)___ Protected by camera 
C130. Protected by alarms 
d131)____Not protected by any of these 
Location (check one only) 
2132) _Center city 
bi3za —Suburban 
c130___Town 
6426) __Rural 
0.96) Other, specify 


li. CRIMES AGAINST REPORTING OFFICE 


8.437 __. Number of robberies or attempted robberies last 5 
yeas if initial report, otherwise since last report 
Check here if initial report. — ._ 

9.429) __1 Number of burglaries or attempted burglaries last 5 
years if initial report, otherwise since last report 
Check here if initial report 

10.141)__1 Number of nonemployee larcenies or attempted lar 
cenies last 5 years if initial report, otherwise since 
last report. Check here if initial report = 


it. ARMED GUARD PROTECTION 


11 (43) 4 Number of guards in lobby during banking hours 
12.448) ._ 1. Number of guards in office during nonbanking hours 


IV. SURVEILLANCE SYSTEM 


Type of equipment 

8.147) __« Number of photographic cameres used 

bias) 1 _.Number of television cameras end recorders used 
cis «+ _ Number others used, specify type 


Specifications, size of film 

245> .. 1__ 16 mm or larger 

b sa)__ 1 Other, specify 

Specifications, photographing capabi' ities 

a) i__ Number of frames per minute, rapid speed photo 
Faphing 
Numter of fravnes per hour, stow speed continuous 
surve'ilance 

Coveraz ‘check al! applicable categories) 

246). +. Number of devices used at exit 

bi6» Number of de.ices used at teller positions 

Method of activation 'c! eck all applicable items) 

2 165) Automatic and continuous 

b.66 Activating device at each teller position 

c 167 Other, specify 

Audibility of system when in operation 

2 (68) Relatively silent so as mot to attract attention 

b 68 Clearly aucibie 

System visible to public view? 

a(70) Yes 

burn No 

Public informed through decals or other means of use of sur 

veiliance system? 

172 Yes 

bu7m No 

installation by 

a074@_ __ Equipi went supplier 

b«75) Central station alarm service 

c17e__Otther, specify _ a 

Maintenance by 

e412 __ Bank employee 

bi _ installer 

cia___ Other, specify 


Leave non-epplicable items blank COMPLETE REVERSE SIDE 
REGIONAL OFFICE ORIGINAL COPY 
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FORM CC-9030-01 


[Reverse Side] 


V. ACCESSIBILITY OF LAW ENFORCEMENT OFFICE®S 


(in developing this information, it may be necessary to consult with 


local law enforcement officials.) 


23.418)____s____. Distance from banking office to nearest local 


law enforcement station having jurisdiction. (in 
mites) 

s__. Estimate of shortest time within which enforce 
ment officers could be expected to arrive at 
banking office after being summoned. (in min- 
utes) 


Vi. ALARM SYSTEMS 


Installation 
aw By equipment supplier 
bu20____. By central station slarm company 
cum NN ee 
Signal transmission method 
2.122) ____ Wires or cables 
bu29____Wireless equipment (for some or all signals) 
c. Means to instantly indicate circuit failure, malfunction or 
tampering attempts in system? 
1420 Yes 
242 No 
. Emergency power supply for use in case of failure of reguiar 
power supply? 
les Yes 
2427. No 
Reporting location for alarms 
312m ___ At central station alarm company that is in service 
24 hours per day 
buzm____At local law enforcement office that is in service 
24 hours per day 
c.130___ Other, specify 
Activation of rébbery alarms 
2.130 At teller stations 
busa _. Elsewhere, specify 
Does burglary alarm system have a loud bell outside the bank 
ing office? 
ois __ Yes 
bu30_ No 
Can activating devices be inconsprcuously operates” 
ai ___Yes 
buss _No 
Door type, window-type, or other intrusion detection alarms 
aan Yes, mecify type 
buss No 
Noise generating device audible outside banking office? 
sion ___ Ves 
buses __ No 


33. 


Vil. VAULTS AND SAFES 


Vault construction 
2141) ___4 __ Thickness (in inches) if concrete and steel 
bism ___1 ___ Thickness (in inches) other construction, specify 


¢4145)__s ___ Thickness of vault door (in inches) 
Vault equipment 
a. Combination, dial locks 
Tuan Yes 
24) ___No 
“Time™ lock 
14cm) Ves 
2«s0____No 
Lockable day gate 
lus Yes 
2482)_____No 
Alarm 
14s) _____Yes 
2s0___No 
Vault is visible from outside office 
o1ss)__Yes 
bise___.No 
Vault is in illuminated area 
a187) ____Yes 
buses No 
Safes 
a. Construction in conformance with standards iv, Appendix A? 
tose) Ves 
2460 ____No 
Alarm 
len Yes 
2462 No 


Vill. OTHER SECURITY DEVICES 


Night depository 
a Alarm 
1T16n Yes 
268 No 
Construction 
Tes) in conformance with standards in Appendix A 
2 166) Other, specify 


Safe depos! boxes 

2.67) Yes 

b 16s) No 

Are all exterior doors and windows thet can be opened 
equipped with tamper resistant locks 

3 (69) Yes 

bie No 


(Securnty Officer) 
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{ 282. Report of crime 
(Form CC-9030-02) 


atte cian iranian COMPTROLLER OF THE CURRENCY 


REPORT OF CRIME 


Purmant to the Bank Protection Act of 1969 and 
12 CFR. 21 5{d) 
This report must be filed within « reasonable time after s robbery, read or non employee larceny is perpetrated or 
attempted at an office of national or district bank that is subject to 12 CF k Part 21. Copies of the report must be 
Brench (7) Cart (11) _s«|:s with the Regions! Administrator of Nations! Banks for the region in which the reporting bank is located 








(Merk oF enter the appropriate information Leeve bienk non-epphcabie items ) 


1. Name and address of bank head office 13.07@_ ___.__.. Estimated minutes between beginning and 


4am (_ == 19 


642m (_ 





If crime being reported occurred at a 
branch office, give name and address 





Type of crime: 

0.112)__Robbery 

bi1m__ Burglary. 

c.114@___Non-employee larceny 

Date of 
crime 
Day of week 


(For office use onty) 


(For office ue ony) 


— Time of « 


(For office ves onty) (1 ectus! not known . nate) 


Amount of loss (to the nearest dollar.) 
sa. $ 
bie $ 
cua $ 


Currem, ss 

—___— Securities loss 
Damage to bank 

Property (May be estimated) 
dsm $ Other, specify 


(iF CRIME OF ROBBERY HAS BEEN PERPETRATED 


OR ATTEMPTED ANSWER THIS SECTION) 





8.162)___Number of robbers participating in crime 
9. Weapons: 


a. Did robber(s) have weapon(s) or did it appear they may 
have had weapons? 
(6a) No 
(66) Yes. Specify kind 


Was other intimidation used? 
ion ___No 
(67 __Yes. Specity 
Were robber(s) wearing masks or otherwise disguised? 
a.em) __No 
bos) __Yes. Indicate how 
Was a description of the robber(s) obtained and recorded? 
170 ___Yes. 
bu7n —_No. Why? 
Was @ description and/or license number of vehicle(s) ob 
tained? 
e177 __Yes. 
bv No. Why? 


end of robbery 
Modus operand: 
a. Did robber(s) pass 2 note to teller demanding money? 
wn Ye 
(78)___No 
Did robber (s) vocally demand money? 
9 _Yos. 
1oa__No 
Card (11) _ {For official use only) 
Did robber(s) subdue employee(s) and take money from 
containers? 
2 __Yes. 
(12)___No. 
bisa __ Other, specify 
Harm to persons 
«. Were either employees or customers physically harmed? 
(16) ___Yes. 
16) No 
Were other persons harmed? 
117) No 
ie) _ Yes. Give details 


Was a hostage or threat of holding a hostage used? 
2.119) No 
b.i20__Yes. Give details 


Was cash or valuables taken trom other than teller drawers? 
2421) __No. 

buza _ Yes. Specify 

Was “bait” money giver out or taken during the robbery? 
2.123) No 

bi2e _ Yes 

if yes. was the identification of this money furnished to the 
law enforcement officers? 

c126) __ Yes 

4.126) _.No. Why? 


Was the cash contained in the teller drawer(s) within the 

Maximum permitted by the bank's security program? 

027 Yes. 

b.12a) __No. Why? 

Cameras (or other surveillance device) (check one) 

2.120) ___Camera(s) recorded useful pictures during this robbery 

b.20) __Camera(s) did not record useful pictures during this 
robbery. Why? 


COMPLETE REVERSE SIDE 


REGIONAL OFFICE ORIGINAL COPY 





FORM CC-9030-02 


[Reverse Side] 


Robbery alarm (check one) 
2.131)__Alarm wes effective during this robbery. How? 


bus27)__ Alarm was not effective during this robbery. Why? 


30. Burglary elarms, (check one) 


2.166) Alarms were of value in connection with this crim: 
How? —— 

bse) ___ Alarms were not of value in connection with this 
crime. Why? 


Estimated length of time during whic: 
burglary wes being committed (in minutes) 


Did robber(s) leave note or other item which was retained and 314s 
Preserved for use of enforcement officers? 

2.129 ___Yes. What? 

b.3@__No. Explain if necessary 

Was conduct and performance of employees in conformance 
with 12 C.F.R. 21.5 and the bank's security procedure? 

e138) _Yos 32. Modus operandi of larceny (check one) 

buss) No. Explain __ 2.160 Money or valuables where thief had sccess. Explain 


(1F CRIME OF NON-EMPLOVEE LARCENY HAS BEEN 
PERPETRATED OR ATTEMPTED ANSWER THIS SECTION) 


bien __Theft by trick or pretext; Expiain 


(IF CRIME OF BURGLARY HAS BEEN PERPETRATED ¢.162) _. Other, specify 
OR ATTEMPTED ANSWER THIS SECTION) 


How did burglars gain entrance to the premises? 


2.137) __Bresk-in. Where anci how? (ALL BANKS ANSWER THIS SECTION) 


bias) __Other, specity Length of time after beginning of crim 


Vault (check one); when call for help was transmitted to af 

2129 _.No apparent attempt was made to gsin access to propriate law enforcement agency. (in min 
vault utes) 

b.140)___ Penetration of vault wall, floor or ceiling was made or Length of time after beginning of crim 
attempted. How? before first law enforcement personnel ar 

¢.141) __Vault door was opened or penetrated. How? rived at the bank office. (in minutes) 

Did taw enforcement personne! arrive at bank office before 

diam «= Other, specify violators had departed? 

Were the lights required by 12 C.F.R. 21.3 in good working axon _Yos 


order and turned on? bu7a___No 
aien___Yos Arrests of violators (check al! applicable categories) 


buss) No. Explain ann None have been arrested as of the date of this report 
Were sate deposit boxes broken into of opened? bv _ Some or all arrested before they escaped from the 
2.148).._No bank office 
bee). _ Yes. Indicate extent and how ci7m Some or all arrested subsequent to leaving the bank 
office 
Would improvements in protection facilities or employee per 
aia) No apparent atternpt made to gain access to contents formance be heipful in preventing or handling any future 
b (48) A penetration or an attempted penetration of sale was | similar occurrences? 
made. How? aoe No 
c.14e) Safe door opened or an attempt made to open. How? bie) Yes. indicate what plans the bark has to take correc 
tive action 
Use additional pages to set forth any information about the 
crime of the protection measures that is not adequately cov 
ered previously Furnish photographs or sketches if necessary 


Money safe (check one) 


se Other, specify 

Nigh! depository icheck one) 

a5" No attempt wus Made tu gain access to contents 

bisa Coments taken or attempted by “Fishing or “Trap | to completely describe the crime being reported 
ping methods. How, if known? 

Segneture 


(Security Otticer? 
Night depusitory penetrated or access door opened sit ah Hi an 


Explain? Name (typed) 





Other, specify Title 
Date 
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{ 283. Report on security devices (Federal Reserve System) 
(Form P-1) 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
FORM P-] 


REPORT ON SECURITY DEVICES 
Pursuant to the Bank Protection Act of 1968 and Section 216.5(b) of Regulation P 


Each State member bank must file this report in duplicate for each banking office 


with the Federal Reserve Bank for the Distr ict in which the head office is located at the times 
provided for in section 216.%(b) of Regulation P (12 CFR § 216.5(b)) 


FOR OFFICE USE ONLY 
Branc 


eposits 


RVETLLANCE 


equipment 
Zo Number of photographic cameras 
used 


Number of television cameras and 
recorders used 


Number other used, specify type 








cations, size of film 
16 om or larger 
ther, specify 


ions, photographing capabilities 
—*—_._.: “umber of frames per minute, pid 
speed photographing 
__-__- Number of frames per hour, slow 
speed continuous surveillance 
16. Coverage (fill in all applicable categories 
? Number of devices used at exits 
Number of devices used at teller 
positions 


Method of activation (check all applicable 


Automatic and continuous 
Activating device at each teller 
position 

ther specify 


ffice use only 


operat 
80 a5 not 

attention 

audible 


ystem visible to public view 
Yes 
robberies owl 
therwise 
‘ ¢ informed through decals or other means of 
E surveillance system 
Yes 
ed No 
report, other 
heck here if by 
Equipment supplier 
__- Central station slarm service 


ther, specify _ 


f nonemployee larcenies or . 
Maintenance by 
pted larcenies 5 years if sesenans = 
. 2 ank emplo: 
r therwise since last +e ee 
( nstaller 
heck here niti 


ther, specify 


Leave non-spplicable items bi 





q 283 FORM P-1 


ACCESSIBILITY OF LAW ENFORCEMENT OFFICERS . VAULTS AND SAFES 
In de mg this informetion 


be necessa sult with 


enforcement officials.) 


stance from benking office ¢ 
arest local law enforcement st 
wing jurisdiction. (in miles) 


Estimate of shortest time within whi 
enforcement officers could be expect equipme 
to arrive at banking office efter c Combinat i 


summoned (in minutes) (6 


Vi, ALARM SYSTEDS 


28) «__« By equipment supplier 
(29) 
(30) .« 


« By centre! station slare compar 
By other, specify 


Signal ission method 
. q31) — Wires or ables 
(2) Wireless equipment (for 
signels) 
Means to instantly indicate circuit 
failure, malfunct © tampering 
attempts in system? 
a) Yes 


2. (36) a me 

Emergency power supply for use in case 
failure of reguler power supply? 

1. (5) Yes 

2. (36) .__. ™ 


Reporting location for alarms 
«. OD At central station elarm company that 
in service 26 hours per 
(38) At local law enforcement office the 
in service 24 hours per 


0») Other, specify 


Activation robbery ms 
a. (40) At teller stations 
b. 1) Elsewhere, specify 


Does burglery slarm system have « 
wteide the banking tfice 

a. (42) Yes 

b. (3) ‘ 


0. Can acti 
~perated? 
a. (4) 
b. (45) 


Door-type 
detecti 


a. (46) 











III-43 FORM P-2 


{ 284. Report of crime (Federal Reserve System) 
(Form P-2) 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
FORM P-2 


REPORT OF CRIME 


Pursuant to the Bank Protection Act of 1968 and 


Section 216.5(c) of Regulation P 


This report must be filed within a reasonable time after a robbery, burglary or 


non-employee larceny is perpetrated or attempted at an office of a State member bank that 
7 


is subject to Regulation P One copy of the report must 


f ¢ filed with the appropriate 


State supervisory authority and one copy must be filed with the Federal Reserve Bank for 


the District in which the main office of the reporting bank is located. 


FOR OFFICE USE ONLY 


+ Bank (3) 



















































































¢ robber(s) leave note or was retained and 
preserved for use of enforcem fficers? 
a. (46) Yes. What? 


b. (47) No. Explain if necessary 














uct and performance of employees in conformance with 
P and the bank's security procedure 

> 

__+ Mo. Explain 





q 284 FORM P-2 


CIF CRIME OF BURCLARY HAS BEEN PERPETRATED (IF CRIME OF WON-EMPLOYEE LARCENY WAS BEEN 
O8 ATT ANS THIS SECT I ATTEMPTED ANSWER THIS SECTION 
32. Modus operandi of larceny (check one) 


24. How did burglars gein entrance to the premi 
a. OD. + Money luables exposed where thief 


a. (30) Sreak-in. Where and how? 





retext. Explain 





q1) Other, specify 











Vault (check one) 
a. (52) «__« Mo apparent attempt wes made to gain access te 
veult. 
(53) «_. Penetration of vault well, floor or ceiling wes 
made or attempted. How? 
(54) + Vault door was opened or penetrated. How 


55) . + Other, specify 





26. Were the lights required by Regulation P in good worki 
and turned on? 
a. (56) . Yes 


(37) + Mo. Explai 





Were safe deposit boxes broken > r opened 
(58) + te 
oo). ~ Yes Indicate extent and how 


check one) 
No apparent attempt made 

ntents 

A penetra 








improveme 
mance be 


ccurre 








Night depos 


opened. Exp 





Other, spec 





alarms (check one 





« Alarms were 


crime. How 





Alarms were 





his crime Why 





Estimated length of time 
burglary was being commit 








IIT-45 


FDIC FORM P-1 


{ 285. Report on security devices (Form P-1) 


(FDIC Form P-1) 


FOIC FORM P.1 (1/69) 


FEDERAL DEPOSIT INSURANCE CORPORATION 
REPORT ON SECURITY DEVICES 
Purmant to the Bank Protection Act of 1968 
and Section 326.5(c) of the Rules and Regulations 
of the Federal Deposit Insurance Corporation. 


Each insured State nonmember bank for each office must file this report ir. 
duplicate with the Supervising Examiner of the Federal Deposit insurance 
Corporation District in which it is located at the times provided for in Section 
326.5ic) of the Rules and Regulations of the Federal Deposit insurance 


Corporation 
|. PHYSICAL SPECIFICATIONS OF BANKING OFFICE 
Name of benk 


Name and 
address of 
reporting office __ 


asa 1% .. Dimensions of lobby (length and width in 
whole feet of banking floor) 
241___»+_____. Number of entrances or exits to lobby 
3.420 ___1 _ Number of teller stations serving lobby 
4422) 1 —Number of teller stations serving walk-up or drive.in 
Stations or windows 
5. Design of inside teller stations (check one) 
212@ ___ Open style, iow partition 
b.u25)__Closed, with open grill barriers 
¢.1(26)___ Protected with bullet resistant materials 
6127 ___Otther, specify 
Design of walk-up or drive-in teller windows (check all apply 
cable items) 
2.128) Protected by bullet-resistant materials 
buz9___Protected by camera 
c130__Protected by alarms 
6..31)__Not protected by any of these 
Location (check one only) 
2132 ____Center city 
bi39_____ Suburban 
c134__Town 
6438) _ Rural 
€136)___ Other, specify 


il. CRIMES AGAINST REPORTING OFFICE 


Number of rotberies or attempted robberies \ast 5 
years if initial report, otherwise since last report 
Check here if initial report . 

9439) __4 Number of burglaries or attempied burgieries last 5 
years if initial report, otherwise since last report 
Check here if initial report 

_Number of nonemployee larcenies or attempted iar 
cenies last 5 years if initial report, otherwise since 
last report. Check here if initial report 


8137+ 


10.141 


Leave non applicable items blank 


il!. ARMED GUARD PROTECTION 


11.443) 1. Number of guards in lobby during banking hours 
12.148) _. + Number of guards in office during nonbanking hours 


IV. SURVEILLANCE SYSTEM 


Type of equipment 

2.147) 1 Number of photographic cameras used 
b.«9)__1__Number of television cameras and recorders used 
¢.1$1)__1__ Number others used, specify type 








Specifications, size of tim 

2.153) __1__16 mm or larger 

bisa __1 Other, specify __ — 

Specifications, photographing capabilities 

2.155) __ 1. Number of frames per minute, rapid speed photo 
graphing 

bse) 1 Number of frames per hour, slow speed continuous 
surveillance 

Coverage (check all ar-x-cable categories) 

2160 Number of devices used at exit 

b162 Number of devices used at teller positions 

Method of activation (check all applicable items) 

2165 Automatic and continuous 

b 166) Activating device at each teller position 

© 167) Other, specify __ . a 

Audibility of system when in operation 

2168 Relatively silent so as not to attract attention 

b 169 Clearly audibie 

System visible to public view? 

a170 Yes 

bam No 

Public informed through decals or other means of use of sur 

veillance system? 

2.172) __ Yes 

bu7a No 

installation by 

2174 ___ Equipment supplier 

bu7s) ___ Central station aierm service 

¢176)____ Other, specify __ 

Maintenance by 

2.412) Bank employee 

bia installer 

cisa@__ Other, specify _ 





COMPLETE REVERSE SIDE 


F.D.1.C. COPY 





23.418) 


24.497) 


FDIC FORM P-1 


[Reverse Side] 


V. ACCESSIBILITY OF LAW ENFORCEMENT OFFICERS 
(In developing this information, :t may be necessary to consult with 


local law enforcement officials ) 


1_... Distance from banking office to nearest local 
law enforcement station having jurisdiction (in 
miles) 

1. Estimate of shortest time within which enforce 
ment officers could be expected to arrive at 
banking office after being summoned. (in min 
utes) 


Vi. ALARM SYSTEMS 


Installation 
2.119). By equipment supplier 
b.20_____ By central station alarm company 
can Sy other, specify _____ . 
Sagnal transmission method 
6.122 —___ Wires or cables 
bi29___Wireless equipment (for some or ail signals) 
c. Means to instantly indicate circuit failure, malfunction or 
tampering attempts in system? 
1.20___Yes 
2428). No 
Emergency power supply for use in case of failure of regular 
power supply? 
1120)___Yes 
24am. Ne 
Reporting location for alarms 
a.28) _. At central station alarm company, that is in service 
24 hours per day 
__At local law enforcement office that is in service 
24 hours per day 
c130__ Other, specify 
Actwation of robbery alarms 
2.131) At teller stations 
b.132)____ Elsewhere, specify 
Does burglary alarm system have a loud bel! outside the bank 
ing office? 
213m _Yes 
bi20___ No 
Can activating devices be inconspicuously operated? 
2.38) Yes 
bu38)___No 
Door type, window-type, or other intrusion detection alarms 
aun Yes, specity type 
buss) _No 
Noise-generating device audible outside banking office? 
139 ___Yes 
bis No 


bia 


34 


Vil. VAULTS AND SAFES 


Vau't construction 
Thickness (in inches) if concrete and steel 
Thickness (in inches) other construction, specify 


aan 
dian 


c.448) 1___ Thickness of vault door (in inches) 
Vault equipment 
a. Combination, dia! locks 
tuan Yes 
2408) _No 
“Time” lock 
Vie) Yes 
2.180 No 
Lockable day gate 
lus" ves 
2482)____No 
Alarm 
Vien _Yes 
2138 No 
Vault is visible from outside office 
o1ss)__Yes 
buse _No 
Vault 1s in illuminated area 
2187) Yes 
bise .No 
Sates 
a. Construction in conformance with standards in Appendix A? 
1180 Yes 
2460) __No 
b. Aldem 
Tew 
2162 


Vill. OTHER SECURITY DEVICES 


Night depository 
a. Alarm 
Vem Yes 
28 No 
b. Construction 
116s) in conformance with standards in Appendix A 
268 Other, specify 


Sate depost boxes 

2.167) Yes 

bea No 

Are all exterior doors and windows that can be opened 
equipped with tamper resistant locks? 

2 (69) Yes 

bie No 


(Security Officer) 





FDIC FORM P-2 


{ 286. Report of crime 
(FDIC Form P-2) 


FOIC FORM P-2 (1968) 


FEDERAL DEPOSIT 


INSURANCE CORPORATION 


REPORT OF CRIME 


Purmant to the Bank Protection Act 


the rules and regulations of the F 


1968 and section 326.5(d) of FOR OFFICE USE ONLY 


Depot Insurence Corporation 
Seve Bank 





feport must be filed within s reasonable time after « robbery, B pm or non 
p— Et Ld tr EY 


—— 


Name and address of bank head office 





If crime being reported occurred st 8 
branch office, give name and address 








Type of crime 
2.412)___Robbery. 
b.i1m__ Burglary 
c.11@___Non-employes larceny 
44m (_ — ) 
(Fer office um onty) 


a 
(For office use onty) 


19__ Date of 
crime 
)_______ Day of week 





Guz (_ — ) 
(For office use onty) 
7. Amount of loss (to the nearest dollar.) 
20 $ _ es CUTERGY Sass. 
bass $ Securities loss. 
es 





__Time of day 
(If ectue! not known, estimate) 


—___—____Damage to bank 
Property. (May be estimated) 
dem $ _ —————x@&x«a—“a iF | 
(1F CRIME OF ROBBERY HAS BEEN PERPETRATED 
OR ATTEMPTED ANSWER THIS SECTION 


8.162)___Number of robbers participating in crime. 
9. Weapons 
8. Did robber(s) have weapon(s) 
have hed weapons? 
cu No 
Yes. Specify kind 


or did it appear they may 





b. Was other intimidation used? 

ton ___No 

Yes. Specity . 

Were robber(s) wearing masks or ot-erwise disguised? 
a1em) __No 
bes) __Yes. indicate how __ ae 
Was « description of the robber (s) obtained and recorded? 
aca ___Yes. 

b.70___No. Why? ‘ 
Was « description and/or license number of vehicte(s) ob 
tained? 
o17_Yos. 
bi7m __No. Why? __ 








employee larceny is perpetrat: 
shall be filed with the 
vising Examiner of the 


Cartificete Number (1) 
Grench (7) ___ Card (99) 


13.08 Estimated minutes between beginning and 
end of robbery 
14. Modus operandi: 
2. Did robber (s) pass e note to teller demanding money? 
wn__Ye. 
(79__No. 
Did robber(s) vocally demand money? 
on__Yes. 
a__No. 
Card (11) {For official use onty) 
. Did robber(s) subdue employee(s) and take money from 
containers? 
_Yas. 
m__No. 
bse ____ Other, specify _._ 
Harm to persons: 
s. Were either employees or customers physically harmed? 
i Yes. 
(9 No. 
b. Were other persom harmed? 
«m—_No. 
— Yes. Give details __ 





Wes « hostage or threst of holding s hostege used? 

2.11 No. 

bu20 ___Yes. Give details 

Was cash or valuables taken from other than teller drewers? 
8.121) ___No. 

b.i2m __Yes. Specify 
Was “bait” money given out or taken during the robbery? 
a.129 __No 

bi2@ __Yes. 

If yes, was the identification of this money furnished to the 
law enforcement officers? 

c1z ___Yes. 

6.128 __No. Why? 











Wes the cash contsined in the teller drewer(s) within the 

maximum permitted by the bank's security program? 

auzm __Yos. 

OE EE 

Cameras (or other surveillance device) (check one) 

8.(29) __Camera(s) recorded useful pictures during this robbery. 

b.120)___Camera(s) did not record useful pictures during this 
robbery. Why? 





COMPLETE REVERSE SIDE 





FDIC FORM P-2 


[Reverse Side] 


Robbery slerm (check one) 
2.131)___Alarm was effective during this robbery. How? 





bam Alarm was not effective during this robbery “Why? 
Did robber(s) leave note or other item which wes retained and 
Preserved for use of enforcement officers? 

a.139___Yos. What? 

b.130 ___No. Expiein if necemery 


Was conduct and performance of employees in conformance 
with 12 C.F.R. 21.5 and the bank's security procedure? 
s130) __Yes. 
buse)____ No. Explain 








(1F CRIME OF BURGLARY HAS BEEN PERPETRATED 
OR ATTEMPTED ANSWER THIS SECTION) 


How did burglars gain entrance to the premises? 

2.137) __Break-in, Where and how? 

i centtnninctitniniinmmens 

Vault (check one), 

2.120__No apparent attempt wes made to gsin access to 
vault 

b.40)__Penetration of vault wall, floor or ceiling was made or 
0 a 

c1av) Vault door was opened or penetrated. How? 


diam = Other, specify —e _ 
Were the lights required by 12 C.F.R. 21.3 in good working 
order and turned on? 

an Yo. 

busee—_No. Explain _ ate 
Were safe deposit boxes broken into or opened? 

a4) __No 

buss). Yes. indicate extent and how 20 — 


Money safe (check one) 

3.147) ___No apparent attempt made to gsin sccess to contents. 

b.\ae)___ A penetration or an attempted penetration of safe was 
made. How? 

¢1a% = Safe door opened or an attempt made to open. How? 


ds ___Other, specify 

Night depository (check one) 

2.151) __No attempt was made to gain access to contents 

b.«s2)___Contents taken or attempted by “Fishing” or “Trap 
ping” methods. How, if known? 


Night depository penetrated or access door opened 
Explain? 
Other, specify 


30. Burglary siarms, (check one) 
2.166) Alarms were of value in connection with this crime. 
_ O_o 
bse) __ Alarms were not of value in connection with this 


crime. Why? —————————————— 
31.07 Estimated length of time during which 
burglary wes being committed (in minutes). 


(1F CRIME OF NON-EMPLOVEE LARCENY HAS BEEN 
PERPETRATED OR ATTEMPTED ANSWER THIS SECTION) 


32. Modus operandi of larceny (check one): 
2.160 ___Money or valuables where thief hed sccess. Explain: 





ber) __ Theft by trick or pretext; Expisin 


(ALL BANKS ANSWER THIS SECTION) 


_.. Langth of time sfter beginning of crime 
when call for help was transmitted to ap- 
propriate law enforcement agency. (in min- 
utes) 

—_..... Length of time efter beginning of crime 
before first law enforcement personne! ar- 
rived at the benk office. (in minutes) 

36. Did lew enforcement personne! arrive st benk office before 

violators hed departed? 

axon __Yos. 

b.u7a___No 

Arrests of violators (check sl! applicable categories) 

2.171)___None have been srrested as of the date of this report. 

burn___Some or all arrested before they escaped from the 
bank office 

c17m __Some or all arrested subsequent to leaving the bank 
office 

Would improvements in protection facilities or employee per 

formance be heipful in preventing or handling any future 

smuilar occurrences? 

8.04 No 

b.:75) __Yes. Indicate what plans the bank has to take correc 
tive action 

Use additional pages to set forth any information sbout the 

crime or the protection measures thet is not sdequately cov 

@red previously Furnish photographs or sketches if necessary 

to completely describe the crime being reported 





TABLES 








Table 1 
COMPARATIVE TABLE OF STATUTES 


FDI Act* § 12 U.S.C. § Book 9 
1811 
1812 
1813 
1814 
1815 
1816 
1817 
1818 
1819 
1820 
1821 
1822 
1823 
1824 
1825 
1826 
1827 
1828(a) 
1828(b) 
1828(c) 
1828(d) 
1828(e) 
1828(f) 
1828(g) 
1828(h) 
1828(i) 
1828(j) 


OMmANAUN PWN 
CHAAARWNESOBNANRWN 


ee ee ee ee ee ee ee | 


ee ee oe ee oe 


i) 
S 
ra 


19 
20 
21 
22 
23 
24 
25 


Pub. L. 
93-100 


Statute & Section U.S.C. Title & Section 
NH Act** § 411 12 U.S.C. § 1730(d) 
Pub. L. 91-508 12 U.S.C. § 1951 
§ 121 
Pub. L. 91-508 12 U.S.C. § 1952 
§ 122 


* Federal Deposit Insurance Act. 
** The National Housing Act. 





COMPARATIVE TABLE OF STATUTES 


Statute & Section U.S.C. Title & Section 


Pub. L. 91-508 12 U.S.C. § 1953 
§ 123 
Pub. L. 91-508 12 U.S.C. § 1954 
Pub. L. 91-508 12 U.S.C. § 1955 
§ 125 
Pub. L. 91-508 12 U.S.C. § 1956 
§ 126 
Pub. L. 91-508 12 U.S.C. § 1957 
§ 127 
Pub. L. 91-508 12 U.S.C. § 1958 
§ 128 
Pub. L. 91-508 12 U.S.C. § 1959 
§ 129 
CFTR Act? § 201 31 U.S.C. (Note) 
§ 202 31 U.S.C. § 1051 
§ 203 31 U.S.C. § 1052 
§ 204 31 U.S.C. § 1053 
§ 205 31 U.S.C. § 1054 
§ 206 31 U.S.C. § 1055 
§ 207 31 U.S.C. § 1056 
§ 208 31 U.S.C. § 1057 
§ 209 31 U.S.C. § 1058 
§ 210 31 U.S.C. § 1059 
§ 211 31 U.S.C. § 1060 
§ 212 31 U.S.C. § 1061 
§ 213 31 U.S.C. § 1062 
§ 221 31 U.S.C. 
§ 222 31 U.S.C. 
§ 231 31 U.S.C. 
§ 232 18 U.S.C. 
§ 233 18 U.S.C. 
§ 234 18 U.S.C. 
§ 235 18 U.S.C. 
§ 241 18 U.S.C. 
§ 242 18 U.S.C. 
Pub. L. 93-110 18 U.S.C. 
§ 201 
Pub. L. 93-110 18 U.S.C. 
§ 202 
Pub. L. 93-110 18 U.S.C. 
§ 203 
BP Acti § 


CAL LPR LP pr Gh CP SP Lh SH SP 


7) 


| 12 U.S.C. 
2 12 U.S.C. 
3 12 U.S.C. 
12 U.S.C. 
5 12 U.S.C. 


2 LP LP LP wr 


+ Currency and Foreign Transaction Act. 
t Bank Protection Act. 











INDEX 


[References are to paragraph numbers.]} 


A 


Acquisition of bank assets. See Merger 
transactions 
Actions. See FDIC subhead: actions 
by and against 
Ad interim 
attachment against FDIC, 9.4 
suspension order, 8.9 
Adjudications 
agency hearing, 80.14 
Administrative Procedure Act 
See also Public information 
application to review approval of 
merger, 20.33 (casenote) 
compliance with, 59.1 
prohibition of certain names 
generally, 80.4 
penalties for violation, 80.4 
Advertisement of interest, 63.8 
Advertisement of membership 
official advertising statement, 62.2 
regulation, scope of, 62.0 
signs and displays, 62.1 
Affiliate 
See also Examination of bank 
capital stock and bonds as collateral 
security 
debentures, 27.2 
definition, 10.4, 27.2 
examination of, 10.4 
transactions with by nonmember 
insured banks 
loans to, restrictions, 27.2 
Affiliate bank. See Affiliate 
Agency 
definition, 80.11 
Agency procedures 
See also Hearings, subhead: agencies, 
generally 
definition, 80.11 
rules of, generally, 80.11 to 80.19 
Agents account. See Deposit insurance, 
subheads: coverage, single 
ownership account 
Alarm system. See Security 
requirements, subhead: security 
devices 
Annual reports, 59.1 


Annual reports (cont.) 


corporation, 17.1 


Antitrust laws 


See also Merger transactions 
merger transactions by banks, 20.1 


Applications by banks 


See also FDIC forms; Hearings; 
Employees of FDIC 
approval of delegation of authority, 
73.10 
delegation of authority by FDIC 
cases where prohibited, 53.12 
generally, 53.11 
deposit insurance procedure, 53.10 
Director of bank supervision 
authority of, 53.11 
employment of convicted criminal, 
74.6 
exemption from advertising 
requirements, 53.8 
factors considered by Board, 74.2 
hearings 
attendance, 53.14 
disposition, notice of, 53.14 
notice, 53.14 
presiding officer, 53.14 
procedures and rules, 53.14 
investigation by Comptroller of the 
currency, 74.1 
merger transactions, 53.5 
miscellaneous, 53. 4 
procedures and rales 
comments and protests, 53.14 
generally, 53.14 
notice of filing, 53.14 
scope, applications included, 
53.14 
proceedings 
form of, 53.14 
informal, 53.14 
notice of, 53.14 
requests for, 53.14 
public file 
confidential information, 53.14 
contents, 53.14 
inspection, 53.14 
resumption of insured status, 53.7 
regional director 
authority of, 53.11 





INDEX 


[References are to paragraph numbers.] 


Applications for insurance. See 
Applications by banks, subhead: 
deposit insurance; FDIC forms 

Assessments 

action to recover by FDIC, 7.1 
computation of 
demand and savings deposits, 61.1 
experience factor, 61.1 
generally, 7.1, 7.4, 61.1 
notification of change in 
accounting method, 61.1 
unposted debits and credits, 61.1 
contents of report, 61.1 
credits and refunds, 7.1, 7.4 
default on payment 
suspension of interest and 
dividends, 19.1, 19.2 
penalty for, 25.2 
due dates, 61.4 
liability of terminated bank, 61.3 
penalty for failure to pay, 25.1, 25.2 
regulations, scope of, 60.0 
Assets 
acquisition of. See Merger 
transactions 
adequacy, 5.4 
transfer of. See Merger transactions 
Assumption of liabilities 
insured bank, 8.1 

Assumption of deposits, assets, and 
deposit liabilities. See Merger 
transactions; Closed banks 

Assurances on bank services 

time limits, 68.3 
Attorney General 
See also Merger transactions 
antitrust laws 
merger transaction involving 
banks, 20.1 

Audit. See Reporting requirement; 
FDIC, subhead: reporting 
requirement of 


Banks 
See also Branch bank; Closed bank; 
District bank; Insured bank; 
Mutual savings bank; State 
bank; State member bank; 
State nonmember bank; 


Panks (cont.) 
Nationa! bank; National 
member bank; National 
nonmember bank; New bank 
applications by. See Applications by 
banks 
assessments. See Assessments 
branches. See Branch banks 
financial assistance to. See FDIC, 
subhead: loans to banks 
Bank Merger Act 
See also Merger transactions 
Clayton Act 
concurrent application with, 20.28 
(casenote) 
merger applications 
approval required, 91.41 
views of other agencies, 91.40 
Sherman Antitrust Act 
concurrent application with, 20.27 
(casenote ) 
supervisory problems 
address by FDIC chairman 
(1971), 73.41 
Bank Protection Act. See Security 
requirements 
Bank security. See Security 
requirements 
Bank service arrangements. See State 
nonmember bank, subhead: bank 
service arrangements 
Banking practices. See Unsafe and 
unsound practices 
Bank Secrecy Act 
See also Currency and Foreign 
Transactions Reporting Act; 
Public law 
constitutionality of, 101.26, 101.27 
(casenotes) 
generally, 101.2 
purpose, 101.3 
reporting and record-keeping 
requirements 
currency and foreign transactions, 
101.6 
domestic financial transactions, 
101.7 
foreign financial transactions, 
101.8 
identification of account holders, 
101.4 
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Bonds. See FDIC, subhead: 
obligations of 
Branch banks 
application to establish 
factors considered, 21. 2 
application to establish 
generally, 53. 2 
approval required to establish, 21.1, 
21.2 
definition, 3.1, 21.2 
Broker-dealer in securities 
definition, 195.11 


Cc 


Cash items 
defined, 7.1 
Cashier’s check, 1.5, 3.28 
Cease and desist orders 
See also Hearings, subhead: FDIA 
Section 8 proceedings 
generally 
effective date, 8.1 
final order, definition, 8.1 
grounds for, 8.1 
hearing, 8.1, 8.5 
holding companies, 8.1 
issuance of, 8.1 
judicial review, availability of, 8.1 
notice of changes, 8.1, 8.5 
temporary order, effective date, 
8.1, 8.6 
temporary order, injunction by 
bank, 8.1 
national and district banks 
answer to charges, 71.10 
appearance of attorneys and 
others, 71.8 
briefs, 71.17 
Comptroller of Currency, 71.1 
confidentiality of papers, 71.25 
copies of papers, 71.23 
decision of Comptroller, 71.20 
decision of examiner, 71.15 
effective date, 71.5 
filing procedure, 71.21, 71.26 
exemptions to decision, 71.16 
generally, 71.1 
grounds for, 71.2 
hearings, conduct of, 71.11 
See also Hearings 


Cease and desist orders (cont.) 
national and district banks (cont. ) 
issuance of, 71.4 
motions, 71.14 
notice of charges and hearing, 71.3 
notice of hearing, 71.1 
service of papers, 71.22 
oral argument before Con-ptroller, 
71.18 
papers, formal requirements for, 
71.26 
proposed findings, submission of, 
71.15 
representation at hearing, 71.8 
rules of evidence, 71.13 
scope of regulation, 71.1 
subpoenas, 71.12 
submission to Comptroller, notice 
of, 71.19 
temporary order, effective date, 
71.7 
temporary order, generally, 71.6 
time periods, computation of, 
71.24 
state member bank (other than 
district bank) 
effective date, 72.26 
generally, 72.22 
grounds for, 72.23 
issuance of order, 72.25 
notice of charges and hearing, 
72.24 
temporary order, 72.27, 72.28 
state nonmember bank 
Comptroller of Currency, 58.29 
effective date, 58.32 
grounds for, 58.29 
scope of regulation, 58.28 
temporary order, effective date, 
58.34 
temporary order, generally, 58.33 
Cease and desist proceedings. See Cease 
and desist orders 
Certificate of deposit, 3.8 
Certificate to do business 
issuance by FDIC 
factors considered, 6.1, 6.2 
Certified checks, 1.5 
Certified statements 
penalty for failure to file, 25.2 
See also Reporting requirement 
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Checking deposits 
insured, 1.5 
Christmas savings account 
insured, 1.5 
Claim agents 
appointment and duties, 10.1 
Claim agents 
See FDIC, subhead: field 
organization 
Claims 
See also Deposit insurance, subhead: 
claims 
payment of, 11.1, 11.3, 55.1 
Closed bank 
See also FDIC, subhead: 
receivership; Liquidation; 
Receivership; Termination of 
insurcd status 
right of subrogation of FDIC, 11.1, 
11.5 
assets sold to FDIC, 13.1 
assumption of assets and liabilities 
notice to depositors, 57.3 
proof to FDIC, 57.3 
claims 
payment of, 55.1 
FDIC resolution on notice of closing, 
92.3 
FDIC as receiver of, 12. 2 
news releases, 92.4 to 92.6 
notice of closing to FDIC, 92.1 
payment of insured deposits, 55.1 
liquidation as closing, 11.1 
loans by FDIC, 13.11 


Confidential and privileged information. 


See Public information 
Conflict of interest, 70.41 
See also Employees of FDIC, 
subheads: disclosure 
statements, rules of conduct 
Consolidation. See Merger transactions 
Clayton Antitrust Act. See Merger 
transactions; Antitrust laws 
Commercial accounts, 3.8 
Confidential information 
withholding, 53.14 
Community need 
See also FDIC, subhead: loans to 
banks 
banking needs as factor in FDIC 
loan, 13.1, 13.4 


Comptroller of Currency 
See also Hearings; Cease and desist 
orders; FDIC, subhead: 
central organization 
investigation of insurance applicants 
by, 74.1 
regulatory responsibility 
generally, 3.1, 3.7 
Consideration, failure of 
no defense against FDIC, 9.27 
(casenote ) 
Confidentiality 
of employees’ statements, 70.38 
Converting bank 
national to state bank 
continuation of insured status, 4.1, 
4.6 
Conversion of banks 
to insured state bank 
approval required where stock 
reduced, 26.1, 26.3 
Conversion of banks 
to uninsured status 
approval required, 26.1, 26.3 
Currency and Foreign Transactions 
Reporting Act (“CFTRA”) 
See also Bank Secrecy Act; Public 
law; Bank Secrecy 
Act; Record-keeping 
requirement; Reporting 
requirement 
administrative procedures under, 
53.1 
definitions, 143.1 
immunity of witnesses, 151.1 
penalties for violation 
civil, 147.1, 173.1 
injunctive, 148.1 
criminal, 149.1, 150.1 
forfeiture, 172.1 
remission of, 174.1 
purpose, legislative declaration, 142.1 
reports 
common carriers excepted, 171.1 
contents of, 171.1, 181.1 
information available to other 
agencies, 152.1 
requirement of, 161.1 
persons required to file, 162.1, 
171.1 
search warrants, 175.1 
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Currency and Foreign Transactions 
Reporting Act (cont.) 
Secretary of the Treasury, powers of 
regulations, 144.1 
compliance, 145.1 
exemptions, 146.1, 182.1 
Currency transaction 
See also Public law 
definition, 195.1 


D 


Debentures. See FDIC, subhead: 
obligations of 
Delegation of authority. See FDIC 
Demand deposits. See Deposits; Interest 
Deposition. See Hearings 
Depository institutions 
definition, 36.1 
withdrawals 
prohibition of negotiable 
instruments, 36.1 
Deposit insurance 
See also Insured banks; 
Termination of insured status; 
Closed banks 
application for 
See also headings for various types 
of banks; FDIC forms 
by nonmember bank, 53.1 
banks insured, 1.8 
claims 
See also Claims 
limitation period, 12.11, 12.12 
payment as discharge, 12.11, 12.12 
payment of, generally, 11.1 
payment of, on bank closing, 55.1 
payment withheld to satisfy liability 
of depositor, 12.1, 12.2 
coverage 
cashier’s check, 3.28 (casenote) 
certificate of deposit, splitting into 
separate accounts, 3.29 
(casenote ) 
collection in excess of debt, 3.31 
(casenote) 
certificate of deposit issued against 
check, 3.30 (casenote) 
continuation of pre-1968 coverage, 
64.13 


Deposit insurance (cont. ) 
coverage (cont.) 
corporate accounts, 64.5, App. to 
65 
custodial accounts, 64.10 
Deposits 
classified and defined, 61.2, 63.1 
coverage 
custodial accounts, 64.10 
See also Deposit insurance, 
subhead: coverage; Single 
ownership account 
deposits insured, list, 1.8 
deposits in multiple capacities, 3.26 
(casenote ) 
executor’s and administrator’s 
accounts, 64.4, App. to 64 
generally, 64. 1 
joint accounts, 64.9, App. to 64 
negotiable instruments, 64.11 
partnership, 64.5, App. to 64 
principal and interest as one 
account, 3.34 (casenote) 
public unit accounts, 64.8, App. to 
64 
separate accounts maintained by 
town, 3.27 (casenote) 
single ownership accounts, 64.2 
testamentary accounts, 64.3, App. 
to 64 
transfer of account, 3.31, 3.32 
(casenote) 
trust funds held by insured bank, 
65.1 
trust accounts, 64.10, App. to 64 
See also Deposit insurance, 
subhead: trust interests 
unincorporated association 
accounts 64.6, App. to 64 
deiinitions, 3.1, 3.8 
disclosure of insured status 
signs required, 18.11, 18.12 
insured, 3.1, 3.9 
See also Insured deposit 
interest 
FDIC liability for, 3.36, 3.37 
(casenotes ) 
items forwarded for collection, 64.12 
maximum account 
generally, 11.1 
public funds, 11.1 
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Deposits (cont.) 
notification to depositors of change in 
rule, 64.14 
permanent insurance fund, 11.1, 11.2 
public funds, 11.1 
right of subrogation of FDIC, 11.1 
scope of regulation, 64.1 
state noninsured member bank 
automatic insurance, 74.3 
trust funds, 7.1 
trust interests 
definition, 64.1 
valuation, 64.1 
Depository institution 
defined, 36.1 
prohibited activity, 36.1 
Director of bank supervision 
applications of state nonmember 
bank, 53.11 
disclosure law, 53.13 
Disciplinary proceedings. See 
termination of insured status; 
Cease and desist orders; Suspension 
or removal of officer or director 
Disclosure requirements 
identity of mortgage beneficiary, 35.1 
enforcement, 35.1 
scope of regulation, 70A.2 
District bank 
cease and desist order, 71.1 to 71.26 
See also Cease and desist orders, 
subhead: national and 
district banks 
definition, 3.1, 3.4 
forms for. See Forms required by 
Comptroller of Currency 
regulation 
See also Federal banking agency 
agency responsible, 3.1, 3.7 
reports to Comptroller of Currency. 
See Reporting requirements; 
Comptroller of Currency 
security requirements for, 251.0 to 
251.7 
See also Security requirements 
jurisdiction in FDIC actions, 9.3 
See also FDIC, subhead: actions 
by and against 
Dividends 
suspension of payments by defaulting 
bank, 19.1, 19.2 


Division of liquidation. See Liquidation 
of assets 
Drive-in facility, 53.11 


E 


Employees of FDIC 
See also FDIC, subhead: employees; 
Special corporation 
employees; Examination of 
banks 
appointment and tenure. See FDIC 
convicted criminals 
FDIC consent requirement, 
guidelines for application, 
74.6 
definition, 70.2 
disclosure statements 
complaints, 70.31 
confidentiality, 70.38 
conflicts of interest, 70.41 
effect on other requirements, 70.39 
employees not required to submit, 
70.32 
employees required to submit, 
70.31 
exempt information, 70.37 
obligation to procure information, 
70.36 
relatives, interest of, 70.35 
special corporation employees, 
special provisions, 70.40 
submission, time and place, 70.33 
supplementary statements, 70.34 
examiners 
See also Examination of banks 
loans to, 73.31 
responsibilities and conduct, 70 
rules of conduct 
debts, 70.16 
definitions, 70.2 
financial interests, 70.13 
gambling, 70.17 
gratuities, 70.11 
immoral or disgraceful conduct, 
generally, 70.18 
information, misuse of, 70.15 
interpretation and counseling, 70.3 
outside employment, 70.12 
property of corporation, 70.14 
prescribed actions, generally, 70.10 
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Employees of FDIC (cont.) 
rules of conduct (cont.) 
scope of regulation, 70.1 
statutory provisions, list of, 70.19 
waiver of regulation, 70A.106 
Employees of insured bank 
criminal conviction 
requirements for, 29.1, 29.2 
Enforcement 
See also Cease and desist orders; 
Hearings; Proceedings under 
Section 10(c) of FDIA; 
Suspension or removal of 
officer or director; 
Termination of insured status 
generally, 8.1 
of disciplinary order, 8.1 
Escrow funds 
insured, 3.8 
Evidence 
See also Hearings 
records preserved by FDIC, 10.1, 
10.7 
Examination of banks 
affiliates, 10.4 
See also Employees of FDIC, 
subhead: loans to, 73.31 
appointment and duties, 10.1, 10.3 
conflict of interest, 10.3 
loans to, 10.3 
Executors and administrators. See 
Deposit insurance 
Experience factor 
See Assessments, subhead: 
computation 


F 


Fair housing lending practices, 70.B 
False advertising 
indicating federal agency, 80.4 
use of certain names prohibited 
generally, 80.4 
penalties, 80.4 
Federal bank 
See also Closed bank 
receivership of, 11.1, 11.3 
Federal banking agency 
regulatory responsibility, generally, 
Ey 


Federal Bureau of Investigation 
arrest and identification data 
dissemination of, 74.7 
Federal Credit Union Act 
false advertisement of insurance 
under, 80.4 
Federal Deposit Insurance Act 
(“FDIA”) 
See also FDIC; Proceedings under 
Section 10(c) of FDIA 
enforcement of. See Enforcement, 
subheadings thereunder 
former law 
insurance continued for banks 
insured under, 4.1, 4.2 
Section 10(c) proceedings, 
Federal Deposit Insurance Corporation 
(“FDIC”) 
See also FDIC, subhead: board of 
directors 
action against for incorrect statement, 
3.50 (casenote) 
action against for slander, 9.30 
(casenote) 
actions by and against attachment 
limitation of remedy, 9.1, 9.4 
actions by and against consideration 
failure of no defense, 9.27 
(casenote) 
actions by and against jurisdiction of 
federal courts, 9.1, 9.3, 9.26 
(casenote ) 
actions by and against slander, 9.30 
(casenote ) 
actions by and against sovereign 
immunity, 9.29 (casenote) 
actions by and against Tort Claims 
Act, effect of, 9.28 (casenote) 
administration, 10.1 
agent for service of process, 9.1, 


assessments to banks. See 
Assessments 
assets, disposition of 
bank accounts, 13.2, 13.11 
investment, 13.11 
loans to banks. See FDIC, 
subhead: loans 
assistance to banks 
news releases, 92.4, 92.5, 
92.6 
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Federal Deposit Insurance Federal Deposit Insurance 


Corporation (“FDIC”) (cont.) 
assistance to insolvent banks. See 
FDIC, subhead: loans to 
banks 
board of directors. See also FDIC, 
subhead: central 
organization 
powers, generally, 10.1, 10.2 


board of review. See FDIC, subhead: 


committees 
borrowing power 
treasury loan, 14.1, 14.2 
central and field organization, 
generally, 2.4 
central organization 
audit, division of, 73.4 
board of directors, 73.10 
chart of components, 73.23 
committees, 73.3 
Comptroller, Office of, 73.4 
division of examination, 73.4 
divisions, generally, 73.4 
executive secretariat, 73.22 
legal division, 73.4 
liquidation, division of, 73.4 
location of divisions, 73.5 
Management Systems and 
Information Services, Office 
of, 73.21 
research, division of, 73.4 
secretary, 73.2 
corporate seal, 9.1 
creation, 1.1 
delegation of authority 
applications of banks, 53.11, 
53.12, 73.10 
delegation of authority 
disclosure law and regulations, 
53.13 
emergencies, 53.13 
limitations on, 53.13 
security requirements, 53.13 
directors 
See also FDIC, subhead: board of 
directors 
appointment, 2.1, 2.2 
chariman of board, 2.1, 2.2 
restricted activities, 2.3 
term of office, 2.1, 2.2 
vacancies, 2.1, 2.2 


Corporation (“FDIC”) (cont.) 
duty to insure deposits. See Deposit 
insurance, 1.5 
employees 
See also Employees of FDIC, 
subhead: examiners; Claim 
agents 
subpoena of, 59.1 
employees and officers 
choice of, 9.1 
field organization 
agents for service of process, 
73.7 
claim agents, 73.9 
district offices, 73.6 
funds, use of. See Assets, subhead: 
disposition of 
hearings. See Hearings 
legislative history, 1.2 
loans to banks 
closed banks, 13.11 
insolvent banks, 13.3, 13.11 
merger of insolvent bank, 13.5, 
13.11 
requirements for, 13.4, 13.11 
security, assets as, 13.11 
obligations of 
bonds, 15.1 
debentures, 15.1 
forms, preparation of, 16.1 
notes, 15.1 
tax exemption, 15.11 
officer. See Employees of FDIC 
powers 
as receiver, 12.1, 12.2 
See also Receivership 
borrowing. See FDIC, subhead: 
borrowing power 
contractual, 9.1 
examination of banks, 9.1, 9.6 
See also Examination of banks 
generally, 9.1 to 9.6 
loans. See FDIC, subhead: loans 
to banks 
regulations and rules, promulgation 
of, 9.1 
See also Regulations; Rules and 
regulations 
testimony, taking of, 10.5 
under FDIA, generally, 1.10 
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Federal Deposit Insurance 
Corporation (“FDIC”) (cont.) 
powers (cont.) 
under Securities Exchange Act, 
1.12 
under Truth in Lending Act, 1.13 
public information 
obligation to provide. See Public 
information 
publications. See Public information 
receivership powers 
agents, power to appoint, 12.1, 
1 


bonding requirement waived, 12.2, 
12.11 
generally, 9.1 (casenote), 11.1 
admissibility as evidence 10.1, 
10.7 
preservation of, 10.1, 10.7 
See also Regulations; Rules and 
regulations 
generally, 51 to 74 
regulations, 69.2 
definitions, 69.2 
information filed under FDI Act, 
69.3 
Registration statements, 69.3 
scope, 69.1 
regulatory authority agencies, 
generally 
definitions, 80.11 
reporting requirement of 
annual report, 17.1 
audit, CPA required, 17.1 
audit, generally, 17.1 
security requirements for banks. See 
Security requirements 
reports 
directors, officers, and principal 
stockholders, 69.6 
form and content of financial 
statements, 69.7 
See also Rules and regulations, 
generally, 51 to 74 
Section 14 
proxy statements, 69.3 
solicitations, 69.3 
suits. See FDIC, subhead: actions 
by and against 
FDIC examiners. See Employees of 
FDIC, subhead: examiners 


FDIC forms 
See also Federal Reserve System 
forms 
amended and corrected certified 
statement 
generally, 54.3 
application for assistance, 92.7 
application for consent to retirement 
of common or preferred 
stock, capital notes or 
debentures (Form 100), 
54.3, 90.31 
application for insurance 
certificate of Comptroller, 90.1 
existing mutual savings bank 
(Form 82-M), 52.3 
existing state bank (other than 
mutual savings) (Form 84), 
54.3 
financial report (Form 6200/06), 
90.3 
proposed bank (other than mutual 
savings) (Form 82), 54.3 
mutual savings bank (Form 84m), 
90.1 
proposed mutual savings bank 
(Form 82-M), 52.3 
proposed new bank (Form 
6200/05), 90.2 
application for merger (FDIC Form 
102), 91.35 
application for merger, consolidation, 
asset requisition or 
assumption (FDIC Form 
86), 54.3 
application to be used in absence of 
prescribed form (Form 102), 
54.3 
application to establish branch 
(public section) (FDIC 
Form 6210/06), 90.9 
application to establish branch or 
main office 
insured nonmember mutual bank 
(FDIC Forms 85-M, 85a-M), 
54.3, 54.4 
application to establish branch 
(confidential section) (FDIC 
Form 6210/06), 90.10 
application to establish branch 
(mutual savings bank) 
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FDIC forms (cont.) 


application to establish 
branch (cont.) 
(confidential section) (FDIC 
Form 6210/04), 90.12 
application to establish branch 
(mutual savings bank) 
(public section) (FDIC Form 
6210/04), 90.11 
application to establish branch or 
main office 
insured state nonmember bank 
(other than district or mutual 
savings) (FDIC Forms 85, 
85a, 85b), 54.3, 54.4 
application to move main office or 
branch (public section) 
(FDIC Form 6210/05), 
90.13 
application to move main office or 
branch (confidential section) 
(FDIC Form 6210/05), 
90.14 
application to move main office or 
branch (mutual savings 
bank) (confidential section) 
(FDIC Form 6210/03), 
90.16 
capital note agreement with closing 
bank, 92.8 
capital note from closing bank to 
FDIC, 92.9 
certificate of adoption of resolution 
(FDIC Forms 82a, 82a-M), 
54.3 
certified statement 
amended and corrected statement, 
9.25. See also FDIC forms, 
subhead: amended and 
corrected certified statement 
banks other than mutual savings 
banks (FDIC Form 545), 
54.3 
final statement. See FDIC forms, 
subhead: final certified 
statement 
first statement. See FDIC forms, 
subhead: first certified 
statement 
rautual savings banks (FDIC 
Form 545 (savings) ), 54.3 


FDIC forms (cont.) 


conservator 
certificate of appointment, 92.10, 
92.11 
voucher of appointment, 92.12 
final certified statement 
insured bank (other than mutual 
savings) whose deposits are 
assumed by insured bank 
(FDIC Form 845), 54.3 
insured bank (other than mutual 
savings) whose deposit 
liabilities are assumed by 
insured bank (FDIC Form 
845A), 54.3 
insured mutual savings bank whose 
deposit liabilities are 
assumed by insured bank 
(FDIC Form 845A 
(savings) ), 54.3 
mutual savings bank (FDIC Form 
845 (savings) ), 54.3 
financial statement (Forms 83, 
83-M), 54.3 
first certified statement 
banks other than mutual savings 
(Form 645), 54.3 
mutual savings banks (Form 645 
(savings) ), 54.3 
foreign currency transactions 
currency transaction report (Form 
4789), 200.1 
report of international 
transportation of currency or 
monetary instruments (Form 
4790), 200.2 
insurance application. See FDIC 
forms, subhead: application 
for insurance 
report of condition 
banks other than mutual savings 
(Form 64), 54.3 
mutual savings banks (Form 64 
(savings) ), 54.3 
report of crime (FDIC Form P-2), 
286 
report of income and dividends, banks 
other than mutual savings 
(Form 73), 54.3 
mutual savings banks (Form 73 
(savings) ), 54.3 
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FDIC forms (cont.) 
report on security devices (FDIC 
Form P-1), 285 
retirement of stock, notes, debentures 
(Form 100), 53.14 
summary of deposits (Form 89), 54.3 
Federal personnel manual, 70.40 
See also Employees of FDIC 
Federal Register 
See also Public information 
publication of information, 59.1 
Federal reserve districts 
establishment, 80.1 
membership of national banks 
compulsory, 80.1 
in continental United States, 80.1 
outside continental United States, 
80.2 
Federal Reserve System forms 
See also FDIC forms 
report of crime (Form P-2), 283 


G 


Guardian’s account. See Deposit 
insurance, subhead: coverage, 
single ownership account 


H 


Hearings 
See also Applications; Termination of 
insured status; Cease and 
desist orders; Removal and 
suspension of officer or 
director: Proceedings under 
Section 10(c) of FDIA 
agencies, generally 
decision, generally, 80.17 
declaratory order, 80.14 
evidence, rules of, 80.17 
notice requirement, 80.14 
penalty and sanctions, 80.18, 80.19 
presiding officer, duties of, 80.16 
presiding officer, resolution of, 80.4 
representation, right of, 80.15 
rules governing, 80.14 to 80.16 
cease and desist orders 
subpoena, 80.15 
See also Cease and desist orders, 
subhead: national and district 
banks 


Hearings (cont.) 
cease and desist orders (cont.) 
national and district banks, 71.11 
to 71.14 
failure to appear, 23.2 
FDIA Section 8 proceedings 
answer, 58.4 
appearance of attorneys and others, 
58.2 
briefs, 58.11 
conduct of, 58.5 
confidential documents, 58.18 
copies of papers, 58.17 
decision of FDIC board of 
directors, 58.14 
evidence, 58.7 
exceptions, 58.10 
filing of papers, 58.15 
form of papers, 58.20 
motions, 58.8 
notice, 58.3 
scope, 58.1 
service of papers, 58.16 
submission to FDIC board, 58.12, 
58.13 
submission of proposed findings, 
58.41 
subpoenas, 58.6 
time periods, computation of, 58.18 
FDIC board of directors 
answer to charges, 72.5 
appearance of attorneys and others, 
722 y 
presiding office, authority of, 72.6 
briefs, 72.12 
conduct of, 72.6 
confidentiality of papers, 72.20 
copies of papers required, 72.19 
decision of board, 72.15 
decision of presiding officer, 72.11 
definitions, 72.2 
depositions, 72.8 
exceptions, filing of, 72.12 
filing requirement, 72.16 
form for filing, 72.21 
informal settlement, 72.5 
motions, 72.10 
notice of hearings, 72.4 
oral argument before board, 72.14 
presiding officer, designation of, 
72.6 
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Hearings (cont.) 
FDIC board of directors (cont.) 

removal and suspension of officer 
or director. See Hearings, 
subhead: FDIA Section 8 
proceedings 

rules of evidence, 72.9 

scope, proceedings included, 72.1 

service of papers, 72.17 

submission of proposed findings, 
72.11 

subpoenas, 72.7 


Identification records 
FBI policy, 74.7 
in banks, 31.1 
Improper practices 
See also Unsafe and unsound 
practices; Termination of 
insured status; Cease and 
desist orders; Removal and 
suspension of officer and 
director; Proceedings under 
Section 8 of FDIA 
penalty for, 23.2 
Indemnity insurance 
See also Security requirements 
requirement for banks, 22.1, 22.2 
Information. See Public information 
Injunction 
cease and desist order, setting aside, 
8.1 
Insurance 
See also Deposit insurance 
advertisement of. See Advertisement 
of membership 
termination of. See Termination of 
insured status 
Insured bank 
definition, 3.1 
generally, 1.8 
Insured deposit 
See also Deposit; Deposit insurance, 
subhead: definition, 3.1, 
3.9 
Insured state nonmember bank 
See also FDIC, various subheads; 
State nonmember bank 
securities, 69 


Insured status 
termination. See Termination of 
insured status 
Interest 
advertisement, 24.2 
policy statement of FDIC (1973), 
73.51 
application of regulations to other 
obligations, 63.10 
demand deposits 
definition, 63.1 
generally, 24. 1 
interest prohibited, 63.2 
savings bank checking account as, 
63.2 
deposits of nonmember mutual banks 
definition, 63.7 
maximum rates, 63.7 
exemption from regulations 
list of exempt entities, App. A to 63 
regulations and rules 
governing affiliates, 24.1 
governing application to depositary 
insured nonmember bank, 
24.3 
governing exemption, 24.3 
governing nonmember banks, 24.1 
governing penalty for violation, 
24.1 
governing promulgation, 24.1 
savings deposits, 24.1 
computation, 63.3, 63.101 
definition, 63.11 
grace periods, 63.3 
maximum rate (for other than 
non:nember mutual banks), 
63.3, 63.6 
withdrawal, 63.5 
scope of regulation, 63.0 
state bank 
overcharge, 34.1 
rates of, generally, 34.1 
suspension of payments by defaulting 
bank, 19.1, 19.2 
time certificates of deposit 
definition, 63.1 
time deposits, 24.1 
computation, 63.3, 63.101 
definition, 63.1 
foreign governments and 
international entities, 63.3 
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Interest (cont. ) 
time deposits (cont.) 
grace periods, 63.3 
maximum rate (for other than 
nonmember mutual banks), 
63.3, 63.6 
open account, definition, 63.1 
payment before maturity, generally, 
63.4 
payment before maturity, penalty 
for, 63.4 
Internal Revenue Service (“IRS”) 
See also Bank Secrecy Act 
recording requirement 
social security number of 
depositor, 196 
reports by banks of certain 
transactions, 101.26, 101.27 
(casenotes ) 
International financial institutions 
applicability of provisions for rate of 
interest, 24.1 
Investment security 
definition, 195.11 


Judicial review 
See also Termination of insured 
status; Cease and desist 
orders; Removal or 
suspension of officer or 
director 
enforcement proceedings, generally 
availability of, 8.1, 8.2 
Jurisdiction 
enforcement of subpoenas, 10.1 
federal court, 8.1, 9.1, 10.1 
state court, 9.1 


K 


Kickbacks 
mortgage loans, 35.1 


L 


License 
suspension or revocation of agencies 
generally 
rules governing, 80.18 


Liquidation 
See also Closed banks; New banks 
as closing of bank, 11.1, 11.3 
subrogation of FDIC, 11.1 
See also FDIC, subhead: right of 
subrogation 
Liquidation of assets 
See also Receivership; Termination of 
insured status 
division of liquidation, 56.2, 56.3 
Loans 
of FDIC. See FDIC 
Lotteries. See Prohibited activities 
of banks 


M 


Main office 
liability for deposits in insured banks 
reports of conditions, 7.1 
Mails 
use of, 10.1 
Member bank 
definition, 3.1, 10.1 
deposit insurance automatic, 74.3 
Membership in Federal Reserve System 
national banks, 80.1 
optional membership, 80.2 
termination of, 8.1 
Merger transactions 
See also FDIC, subhead: loans to 
banks 
approval required, 20.1, 20.3 
antitrust laws 
actions under, generally, 20.1 
application to banks, 20.26 
(casenote) 
attorney-general, reports from, 
20.1, 20.6 
burden of proof, 20.39 (casenote) 
Clayton Act, 20.1, 20.7, 20.27, 
20.30, 20.31, 20.36 
(casenotes ) 
competition, effect on, generally, 
20.1, 20.26 (casenote) 
community needs, 20.1, 20.29 
(casenote) 
freezeout of existing shareholders, 
20.37 (casenote) 
geographic market, 20.14, 20.29, 
20.38 
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Merger transactions (cont.) 
antitrust laws (cont.) 
major competitive factor theory, 
20.27 (casenote) 
line of commerce theory, 20.31 
(casenote ) 
Sherman Antitrust Act, 20.1, 20.7, 
20.27, 20.39 (casenotes) 
applications for approval 
factors considered, 20.1, 20.5, 
20.22, 91.34 
processing time, 20.20 
appraisal rights, 20.32 (casenote) 
approval 
procedure to obtain, 20.4, 20.20, 
20.21, 20.22 
stay, 20.34 (casenote) 
See also Merger transaction, 
subhead: antitrust laws 
attorney-general 
notification of approval. See 
Merger transactions, subhead: 
antitrust laws 
cash options, 29.32 (casenote) 
competitive effect 
definition of terms (FRB ruling), 
91.40 
evaluation of (case analysis), 73.41 
constitutionality of statute allowing 
merger, 20.41 
defined, 20.1 
generally, 20.1, 20.2 
insolvent bank, 13.1, 13.5 
insured banks 
application for approval, 53.5 
Comptroller of the Currency, 
approval of, 20.3 
judicial review of agency 
determination, 20.33, 20.36 
(casenotes ) 
merger 
competition, areas of, 91.34 
application for instructions for 
preparation and filing, 91.34 
multiple banks as parties to, 20.21 
mutual savings and national bank, 
20.32 (casenote) 
public interest of community 
served, 91.34 
types, 20.38 (casenote) 
noninsured bank 


Merger transactions (cont.) 
noninsured bank (cont.) 
FDIC approval, 20.3 
notice requirement 
generally, 20.1 
waiver in emergency, 20.6 
reporting requirement 
change in control of management, 
91.41 
report required, 20.1 
requirements for approval, generally 
address by FDIC chairman, 73.41 
restraint of trade, 20.1, 20.5 
state bank 
Federal Reserve System, approval 
of, 20.3 
supervisory problems 
address by FDIC chairman, 73.41 
Money orders 
insured, 1.5 
Monetary instrument 
definition under CFTRA, 143.1 
Monopoly. See Merger transactions, 
subhead: antitrust laws 
Motions. See Hearings 
Mortgage 
beneficiary, disclosure of, 35.1 
Mutual savings bank 
See also State member bank; State 
nonmember bank 
definition, 3.1 
maximum rate of interest, 63.7 


N 
National bank 
See also Cease and desist orders, 
subhead: national and district 
banks 
cease and desist order, 71.7 to 71.26 
definition, 3.5 
forms for. See Comptroller of Currency 
receivership 
See also Receivership 
generally, 56.2 
security requirements for, 251.0 to 
251.7 
See also Security requirements 
National Bank Act 
banks organized under, 3.5 
See also National member bank; 
National nonmember bank 
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National Bureau of Standards 
standards for photographic records, 
10.1 


National Housing Act 
See also Bank Secrecy Act 
institutions insured under record- 
keeping requirement, 101.5, 
111.1 
reporting and record-keeping 
requirement, 111.1 
National member bank 
definition, 3.1, 3.5 
insured status generally, 4.1, 4.3 
liquidation procedures 
See also Termination of insured 
status 
termination of insured status, 58.1 
security requirements for, 252.0 to 
252.8, App. to 252 
See also Security requirements 
National nonmember bank 
See also FDIC forms 
factors considered, 5.1, 5.6, 6.1, 
6.2 
generally, 5.3 
procedure, 5.6 
affiliates 
restrictions on loans to, 27.1, 27.2 
application for insurance, 5.1, 5.3 
definition, 3.1, 3.5 
liquidation procedures 
See also Termination of insured 
status 
termination of insured status, 57.1 
Negotiable or transferable instruments 
depository institutions, prohibitions, 
36.1 
New banks 
See Banks, all cross-references 
definition, 31.1 
conversion to national bank, 11.1 
funds of FDIC, 11.1 
replacing closed bank 
articles of association, 11.1, 11.6 
replacing closed bank 
assumption of deposits of closed 
bank, 11.1, 11.6 
closing of insured bank, 11.1, 11.6 
generally, 11.1, 11.6 
insurance, 11.1 
management, 11.1, 11.6 


New banks (cont.) 
replacing closed banks (cont.) 
stock, issuance of, 11.1, 11.6 
tax exemption, 11.1, 11.6 
stock issuance, 11.1, 11.7 
tax exemption, 11.1, 11.6 
termination of, 11.1 
Night depository. See Security 
requirements, subhead: security 
devices 
Nonmember bank 
capital restrictions reduction, 26.1 
defined, 3.1 
liquidation 
action required, 57.1 
policy of nondiscrimination, 32.1 
termination of insured status, 8.1 
transactions with affiliates, 27.1, 27.2 
Notes 
issuance by FDIC, 15.1 


0) 


Oaths. See Hearings, subhead: power 
to administer, 10.1, 10.5 
Official advertising statement. See 
Advertisement of membership 
Official signs 
mandatory requirements, 62.1 
Officers 
appointment and term. See FDIC, 
subhead: employees and 
officers 
Officers and directors 
removal and suspension. See 
Removal or suspension of 
officer or director 
Open account 
time deposits, insured, 1.5, 3.8 
Order 
See also Cease and desist orders; 
Termination of insured status 
definition, 80.11 
Outstanding draft 
insured banks 
exclusion from reports of condition, 
7.1 


P 


Payment of claims. See Claims 
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Penalties 
See also Hearings, subheads: FDIA 
Section 8 proceedings; 
Enforcement and cross- 
references thereunder 
imposition of 
agencies generally, rules governing, 
80.18 
Permanent experience factor. See 
Assessments, subhead: 
computation 
generally, 11.1, 11.2 
See also Deposit insurance 
Photographic film 
admissability as evidence, 10.1 
Photographic records, 10.1 
Privileged information. See Public 
information 
Proceedings under Section 10(c) of 
FDIA 
confidentiality, 58.43 
order to conduct, 58.44 
rights of witnesses, 58.45 
scope, 58.42 
special examinations, 58.49 
subpoenas, 58.47 
witness fees, 58.48 
Prohibited activities of banks 
betting and lotteries, 30.1, 30.2 
depository institutions 
negotiable instruments not to be 
used to transfer funds, 36.1 
Publications. See Public information 
Public information 
agencies, generally 
rules governing, 80.12 
material required to be published, 
80.12, 80.13 
annual reports, 59.1 
confidential and privileged 
information, 59.1 
discretion of chairman of board, 
59.1 
Federal Register, 59.1 
Public law 
See also Bank Secrecy Act; Currency 
and Foreign Transactions 
Reporting Act 
foreign currency transactions, 
reporting requirement 
definitions, 195.11, App. to 195 


Public law (cont.) 
foreign currency 
transactions (cont.) 
exceptions and exemptions, 195, 
195.45 
identification required, 195.26 
information available, 195.43 
person outside U.S., 195.37, App. 
to 195 
persons filing reports, 195.23, 
195.24 
photographic reproductions, App. 
to 195, 195.42 
reports required, 195.22 
tax returns, App. to 195, 195.24 
time for filing, 192.25 
violation, civil penalty, 195.47 
violation, criminal penalty, 
195.49 
violation, forfeiture of currency, 
195.48 
inspection of records, 59.1 
publications 
list of, 59.1 
authorization, 59.1 
reporting requirement 
access to records, 195.51 
banks, 195.34, App. to 195 
brokers and dealers in securities, 
195.35 
enforcement, delegation of 
authority for, 195.46 
financial institutions, 195.33 
individuals, 195.32 
nature and retention period, 
195.36, App. to 195 
reporting requirements under, 
generally, 91.41 
reporting ana record-keeping 
requirements 
ownership and control of uninsured 
institutions, 122.1 
penalties for violation, 124.1, 
124.2, 124.3 
penalties for violation, 124.1 to 
127.1 
purpose, generally, 121.1 
regulations by Secretary of the 
Treasury, 111.1 
scope of regulatory power, 123.1 
subpoena of FDIC employee, 59.1 
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Puerto Rico 
branch bank, 3.1 
insured banks 
reports of condition, 7.1 


Receiver 
definition, 3.1 
FDIC as. See FDIC 
Receivership 
See also Closed banks; Liquidation; 
Liquidation of assets 
national banks 
generally, 56.2 
liquidator, 56.1, 56.2 
proceeds, 56.2 
state bank 
generally, 56.3 
Record-keeping requirement 
See also Bank Secrecy Act; Public 
law; Currency and Foreign 
Transactions Reporting Act 
checks and drafts 
reproduction, 31.1 
currency and Financial Transactions 
Reporting Act, 31.1 
See also Currency and Foreign 
Transactions Reporting Act 
depositors, 31.1 
generally, 31.1 
retention period, 31.1 
Secretary of Treasury 
regulatory authority, 31.1 
report to Congress, 31.1 
signatories, 31.1 
Records 
preservation of as evidence, 10.1, 10.7 
Reduction or retirement of capital stock, 
26.1 
Regional director 
applications of state nonmember 
bank, 53.11 
Regulations 
generally, 51 to 74 
See also Rules and regulations 
publication in Federal Register, 9.6 
Regulatory authority 
agencies, generally 
definitions, 80.11 


Removal and suspension of officer or 
director 
See also Hearings, subhead: FDIA 
Section 8 proceedings 
generally, 8.1 
certification of facts to Federal 
Reserve System, 8.1 
enforcement of order, 8.1 
felony charge, 8.1, 8.8 
grounds for, national or district 
bank, 8.1 
grounds for, state bank, 8.1 
hearing, 8.1, 8.7, 8.11 
judicial revue, 8.1, 8.12 
national or district bank, 8.1 
penalty for violation of order, 8.1 
state bank, 8.1 
stay of suspension, 8.1, 8.9 
state member bank 
effective date for removal order, 
72.34 
effective date for suspension order, 
72.32 
felony charge, 72.35 
generally, 72.29 to 72.35 
grounds for removal order, 72.30 
grounds for suspension order, 
72.31 
notice of intention to remove and 
hearing, 72.33 
state nonmember bank 
effective date for removal date, 
58.40 
effective date for suspension order, 
58.38 
felony charge, 58.41 
generally, 58.35 
grounds for removal order, 58.36 
grounds for suspension order, 
58.37 
notice of charges and hearing, 
58.39 
Removal order. See Removal and 
suspension of officer or director 
Report of condition 
See also Reporting requirement 
number to be filed, 7.3 
Reporting requirement 
See also Assessments; FDIC forms; 
Bank Secrecy Act; Currency 
and Foreign Transactions 
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Reporting requirement (cont.) 
Reporting Act; Public law 
changes in control, 7.1, 7.7 
change in management, 7.1 
certified statements 
contents of, 7.1 
filing of, 7.1 
newly insured banks, 7.1 
penalties for failure to file, 7.1, 7.5, 
23.4, 25.2 
loans secured by bank stock, 7.1 
public law, generally, 91.41 
reports of condition 
contents of, 7.1 
time for submission, 7.1, 7.3 
requirement of, 7.1, 7.3 
penalty for failure to submit, 7.1 
y B 
Reporting requirement of FDIC. See 
FDIC, subhead: reporting 
requirement 
Robberies. See Security requirements 
Rules and regulations 
adoption 
formulation, 52.3 
notice, 52.1 
petition to amend, 52.4 
public participation, 52.2, 52.6 
agencies, generally 
definition, 80.11 
amendment 
right to amend reserved, 52.7 
effective date, 52.5 
publication 
general requirement for agencies, 
80.13 


Ss 


Safes and safe-deposit boxes. See 
Security requirements, subhead: 
security devices 

Sale of assets. See Merger transactions 

Sanctions 

by agencies, generally 
definition, 80.11 
imposition, 80.18 
See also Enforcement, and cross- 
references thereunder 
Savings deposits. Se2 Deposits; Interest 


Secretary of FDIC. See FDIC, subhead: 
central organization 
Secretary of Treasury. See Bank 
Secrecy Act; Public law 
Securities. See State nonmember 
insured banks 
Securities Exchange Act 
bank registration forms, 69.41 
FDIC powers under, 1.12 
forms 
bank’s annual report, 69.42 
bank’s current report, 69.43 
bank’s quarterly report, 69.44 
financial statements, 69.71 
proxy statement, £9.51 
initial statement of beneficial 
ownership of securities, 69.91 
registration of additional class of 
bank securities, 69.46 
statement in election contests, 
69.52 
statement of changes in beneficial 
ownership of securities, 69.92 
statement to be filed pursuant to 
12 C.F.R. Pt. 335 (Form 
F-11), 69.47 
statement pursuant to 12 C.F.R. 
Pt. 335 (Form F-12), 69.53 
where management does not solicit 
proxies, 69.51 
Security requirements 
Bank Protection Act 
devices and procedures, 203.1 to 
203.5 
federal supervisory agency defined, 
202.1, 202.2 
forms, precedents, tables, 203.81 
to 203.85 
insurance rates affected by, 204.1, 
204.2 
Federal Reserve and state member 
banks 
corrective action required, 216.16 
employee conduct during robbery, 
App. B to 2.6 
penalty for violation, 216.8 
procedures, 216.4 
reports required, 216.5 
security devices, 216.3, App. A to 
216 
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Security requirements (cont.) 
federal supervisory agency report, 261 
insured nonmember banks 
corrective action required, 253.6 
definitions, 253.1 
employee conduct during robbery, 
App. B to 253 
generally, 253.0 
penalty for violation, 253.7 
procedures, 253.4 
reports required, 253.5 
security devices, choice of, 253.3 
security devices, maintenance and 
operation, App. A to 253 
security officer, 253.2 
national and district banks 
definitions, 251.1 
employee conduct during robbery, 
App. A to 251 
notification of deficiency, 251.6 
penalty for violation, 251.7 
procedures, 251.4 
reports to Comptroller of Currency, 
251.5 
security devices, choice of, 251.3 
security devices, standards for, 
App. A to 251 
security officer, 251.2 
scope of regulation, 251.0 
Service of papers. See Hearings 
Service of process 
agents for. See FDIC, subhead: 
field organization 
Sherman Antitrust Act. See Antitrust 
laws 
Signs 
insurance 
display of, 18.2, 18.11 
Slander 
action against FDIC, 9.30 (casenote) 
Sovereign immunity 
actions against FDIC, 9.29 
(casenote) 
Special corporation employees 
See also Employees of FDIC 
definition, 70.2 
rules of conduct 
gratuities, 70.24 
coercion, 70.23 
inside information, use of, 70.21 
misuse of position, 70.21, 70.23 


Specical corporation employees (cont.) 
rules of conduct (cont. ) 
statutory provisions, list of, 70.19 
Standby letter of credit, 70A.2 
See also Unsafe and unsound 
practices 
State bank 
conversion to 
approval required where stock 
reduced, 26.1, 26.3 
definition, 3.1, 3.3 
See also State member bank; State 
nonmember bank 
interest rates 
generally, 34.1 
overcharge, 34.1 
receivership of, 11.1, 11.2, 56.3 
See also Closed bank 
State member bank 
cease and desist order, 72.22 to 72.28 
See also Cease and desist orders 
definition, 3.1 
forms for. See Federal Reserve 
System forms 
insured status 
generally, 4.1, 4.5 
regulation 
agencies responsible, 3.1, 3.7 
See also Federal banking agency 
reports to Federal Reserve bank. See 
Reporting requirements; 
Federal Reserve System forms 
security requirements for, 252.0 to 
252.8, Apps. to 252 
See also Security requirements 
State noninsured member bank 
State nonmember bank 
activities prohibited, 66. 1 
affiliates 
restrictions on loans to, 27.1, 27.2 
application for insurance 
See also FDIC forms 
factors considered, 5.1, 5.6, 6.1, 
6.2 
generally, 5.1, 5.4, 53.1 
procedure for, 5.5, 53.10 
bank service arrangements 
assurances to FDIC, 68.2, 68.3, 
68.4 
generally, 68.1 





INDEX 


[References are to paragraph numbers.] 


State nonmember bank (cont.) 
change in business 
FDIC consent required, 67.2, 67.3 
classifications of, 67.1 
deposit insurance automatic, 74.3 
for exemption from advertising 
requirements, 53.8 
other applications, 53.9 
procedure, 53.10 
for merger transaction, 53.5 
See also Merger transactions 
to continue or resume insured 
status, 53.7 
to establish branch, 53.2 
to extend powers, 53.6 
to relocate main office or branch, 
53.3 
to reduce or retire capital, 53.4 
forms for. See FDIC forms 
liquidation procedures 
See also Termination of insured 
status 
termination of insured status, 57.1, 
58.1 
proceedings under Section 10(c) of 
FDIA, 58.42, 58.43, 58.44, 
58.45, 58.46, 58.47, 58.48 
See also Proceedings under Section 
10(c) of FDIA 
regulation 
See also Federal banking agency 
agencies responsible, 3.1, 3.6 
reports to FDIC. See Reporting 
requirements; FDIC forms 
securities of, 69 
security requirements for, 253.0, 
253.1, 253.2, 253.3, 253.4, 
253.5, 253.6, 253.7, Apps. to 
253 
See also Security requirements 
stock, reduction or retirement 
FDIC consent required, 26.1, 26.2 
Stock of insured bank 
reduction 
See also Insured bank 
approval required, 26.1, 26.2 
retirement 
See also Insured bank 
approval required, 25.1, 26.2 
Subpoenas 
See also Hearings 


Subpoenas (cont.) 
agencies generally, power to issue, 
80.16 
duces tecum, 10.1 
FDIC employee served 
duty to advise court, 59.1 
enforcement of, 10.1, 10.6 
See also Enforcement, and cross- 
references thereunder 
enforcement proceedings, generally, 
8.1 
FDIC agent or employee, 59.1 
issuance, 10.1 
proceedings under Section 10(c) of 
FDIA, 58.47 
Subrogation 
FDIC to depositor’s claims, 11.1, 
12.3, 215 
See also FDIC, subhead: right of 
subrogation 
Sureties. See State nonmember bank, 
subhead: activities prohibited 
Surveillance systems. See Security 
requirements, subhead: security 
devices 
Suspension and prohibition of other than 
officers and directors, 8.1, 8.26 
(casenote ) 
See also Removal and suspension of 
officers and directors 
Suspension order. See Removal and 
suspension of officer or director 


T 


Tax exemption 
debentures. See FDIC, subhead: 
obligations 
new banks, 11.1, 11.6 
Temporary banking facilities, 53.11 
Temporary cease and desist orders, 8.1, 
58.33, 71.6, 72.7 
See also Cease and desist orders 
Termination of insured status 
See also Closed banks; Hearings, 
subhead: FDIA Section 8 
proceedings 
application to resume insured status, 
53.7 
assessments 
continued liabilities, 61.3 
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Termination of insured status (cont. ) 
assumption of liabilities of insured 
bank, 8.11 
citation for violation by FDIC, 8.1, 
8.10 
continued insurance for existing 
deposits, 3.38 (casenote), 
8.1, 8.3 
grounds for, 8.1, 8.10 
hearing 
nonappearance as consent, 58.25 
judicial review 
availability of, 8.1, 8.12 
nonreceipt of deposits as grounds for, 
8.1 
ligidation of member bank 
procedures, 57.1 
procedures, 57.1 
notice of intention to terminate, 
58.23 
notice of termination, 58.26 
order of termination, 8.1, 58.24 
proceedings. See Hearings 
rules and procedures for 
generally, 58.21 
state member bank 
generally, 8.1 
termination of membership in Federal 
Reserve System, 8.1 
trust funds as sole deposits, bank 
holding, 58.27 
unsafe and unsound practices, 23.2 
voluntary termination by nonmember 
bank, 8.3 
Termination of membership, 8.1 
Time accounts, insured, 3.8 
See also Time deposits 
computation and payment of, 63.101 
insured banks 
report of condition, 7.1 
Time certificates of deposit, 1.5, 63.1 
Time deposits 
See also Deposits; Interest 
definition, 24.1 
foreign government and international 
organizations, 63.3 
limitation interest or dividends, 24.1 
payment before maturity, 63.4 
Title insurance. See State nonmember 
bank, subhead: activities 
prohibited 


Tort Claims Act 
effect in actions against FDIC, 9.28 
(casenote ) 

Totten trust. See Deposit insurance, 
subhead: coverage, testamentary 
accounts 

Trade names 

prohibition of certain names. See 
False advertising 

Transfer agents 
application for registration, 70E 
application for registration 
acceleration, 70E 
definition, 70E 
scope, 70E 
Uniform Form for Registration — 
TA-1, 70E 
Transfer of bank assets. See Merger 
transactions 
Trust funds 
definition, 3.1 

Truth in Lending Act 
FDIC powers under, 1.13 
insurance of, 7.1 


Uninsured bank 
defined, 3.1 
mortgage disclosure requirements 
enforcement, 35.1 
Unposted debits and credits 
See also Assessments, subhead: 
computation 
reporting for assessment purposes, 
61.1 
Unsafe and unsound practices. See also 
Enforcement, and cross-references 
thereunder; Employees of FDIC, 
subhead: disclosure statements 
disciplinary action, 70.42 
effect of regulation on other sections, 
70A.11 
publication of unfavorable report, 
23.1 


standby letter of credit, 70A.2 
Unsound practices and violations, 
8.1 
See also Unsafe and unsound 
practices 
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Vv 


Vaults. See Security requirements, 
subhead: security devices 
Violation 
See also Unsafe and unsound 
practices 
definition, 8.1 
penalties for. See Termination of 
insured status; Cease and 
desist orders; Removal and 
suspension of officer or 
director 


w 


Waiver of application 

regulations, 78.10 
“Winding up,” 11.1 
Withdrawal 

of savings deposits, 63.5 
Withdrawal 

See also Deposits 
Withheld taxes, 3.8 
Witnesses, 53.14 

See also Hearings 

power to compel attendance, 10.1 





so) 





